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* PUBLISHERS' NOTE. 

The publishers of The Financier will issue, from time to 
^ time, instructive papers on important economic questions. 

These will be published in uniform, neat pamphlet style, and 
will be sold at a low price. 

In the selection of papers for The Financier Economic 
Series, the publishers will address themselves to the best 
interests of the producing classes (both employed and employ- 
ing), and, by presenting in popular form, interesting and 
instructive discussions of the things which affect their interests, 
will endeavor to promote correct principles of economic 
reform. 

The publishers have to acknowledge their obligations to 
Mr. David A. Wells for his kind permission to reproduce, for 
the first time in the United States, the valuable paper pre- 
pared by him for the Cobden Club, London, which the 
publishing committee of that club, in its just published volume 
of Cobden Club Essays, declare, as their belief, " will hold a 
permanent place in economic history." 
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THE RECENT 

FINANCIAL, INDUSTRIAL AND COMMERCIAL EXPERIENCES 

OF THE UNITED STATES. 



If it be an axiom in political and social, as well as in physical and 
natural science, that the first essential for progress consists in the cor- 
rect observation and record of phenomena, whereby old laws or princi- 
ples may be verified or extended, and new ones discovered, it would be 
xiifficult to imagine a field more fruitful for investigation and more 
promising of reward, than the history of the recent financial, industrial, 
and commercial experiences of the United States— experiences which 
have truly the character of vast social and political experiments, made 
on a scale of magnitude rarely, if ever, before equalled ; for the most 
part empirically tentative in character, and affecting in their results, not 
only the growth, the income, and the industrial pursuits of the nation 
directly and immediately concerned, but also in a greater or less- degree 
the trade and commerce of the whole civilized world. 

It is proposed to briefly relate the history of these experiences — 
-especially in their relations to prices, taxation, industrial development, 
and international commercial relations. 

Economic and Financial Condition of the United States 

Previous to 1861. 

Previous to the breaking out of the civil war in 1861, the United 
States were in the anomalous position of a great nation practically 
unencumbered with a national or public debt. Excise, stamp, income, 
and direct property taxes under the federal government, were absolutely 
unknown ; the expenses of a simple and economical administration being 
defrayed almost entirely by indirect taxes, levied in the form of a tariff 
on the importation of foreign goods or merchandise. In fact, the only 
other noticeable source of national revenue was the sale of the public 
lands, which at the maximum price fixed by law of one dollar and a 
quarter per acre, returned to the treasury an average income of from 
one to three millions dollars per annum ; rising, however, in a few 
instances, during periods of wild speculation, to six, eight, fourteen, and, 
in one exceptional year (1836), to even -twenty-four millions of dollars. 



The average rate of duties imposed on the aggregate value of foreign 
importations during the thirty years immediately preceding i860 was 
about 20 per cent ; but for a portion of the time the annual rate was 
much less, and for a number of years — 1858 to 1861 inclusive — it was 
not in excess of 1 5 per cent. 

But notwithstanding this limitation of the sources and amount of 
income, the requirements of the national government for military, naval, 
and civil expenditures, and the payment of the principal and interest of 
any debt, were so moderate, that the receipts of the treasury continually 
tended to exceed its disbursements ; and the difficulty which most fre- 
quently presented itself to the financial administrators was, not the cus- 
tomary one of how to avoid an annual deficit, but rather how to manage 
to escape an inconvenient and indispensable surplus. And it is a 
curious fact, and one perhaps altogether unprecedented in history, that, 
from the year 1837 to 1857, there was not a single fiscal year in which 
the unexpended balance in the national treasury — derived from various 
sources — at the end of the year was not in excess of one-half of the total 
expenditure of the preceding year'; while in not a few years the unex- 
pended balance was absolutely greater than the sum of the entire 
expenditure of the twelve months preceding. 

To provide for the use, or rather to get rid of this continually 
accruing surplus, various plans were from time to time suggested or 
adopted. In one instance we find the house of representatives, on 
motion x)f Henry Clay, (the leading American statesman of his day,) 
seriously considering the question of the expediency of the national 
government becoming, by purchase and investment, a partner in various 
stock corporations or enterprises ; and, pending any conclusion, the 
surplus funds were deposited in the local or small banks, with reiterated 
injunctions "to loan liberally to merchants." In 1836 the surplus 
revenue then in the treasury, amounting to something more than 
$28,000,000, was divided, by act of congress, among the states, and by 
these latter variously appropriated. Most of the states applied the 
amount received, either directly or as a perpetual fund, to educational 
purposes, others used it differently and less wisely ; Massachusetts, for 
example, dividing her share proportionally among her towns and cities, 
where it was expended at the discretion of the local authorities — in one 
instance, in a small fishing town, for the construction of walks over the 
sands for the benefit of pedestrians ; and in others for the purchase of 
houses and lands for the use and settlement of the town's poor. And 
again, in 1854, the treasury of the United States, by reason of its super- 
abundant revenues, entered into the market, and bought, in advance of 
maturity, its own six per cent bonds, issued in 1848, to defray the 
expenses of the war with Mexico, at a coin premium of 20 per cent, in 
excess of their par value. 

It will not, furthermore, at this point be uninteresting, or, we think* 



regarded as foreign to our subject, to go back, and briefly state the 
average annual expenditures of the United States for all ordinary pur- 
poses, from the commencement of their existence as a nation to the 
period of the breaking out of the civil war in 1861. Thus, commencing 
with an expenditure in 1792, the first accurately-reported year under 
the constitution — of $1,877,000, the net ordinary expenditures increased 
to $4,623,000 in 1798; $6,504,000 in 1808; and $13,134,000 in 1820; 
the expenses rising temporarily during the years of war with Great 
Britain, 181 2-1 81 3, to a much higher figure. 

During the decade from 1821 to 1831, the average annual ordinary 
expenditures of the United States were $12,390,000, or at the rate of 
$1.07 per capita of the whole population. 

From 1 83 1 to 1841, $24,740,000, or $1.61 per capita. 

From 1 841 to 1851, $33,760,000, or $1.63 /*r capita* 

From 1851 to 1861, $57,870,000, or $2.06 /*r capita. 

Or to bring out in still bolder relief the simplicity and economy of the 
fiscal administration of the United States, previous to the outbreak of 
the civil war, it may be stated that the per capita charge of the entire 
expenditure of the national government, including all payments on 
account of the principal and interest of any debt, during the most 
expensive year of the existence of the nation prior to 1861, was $2.84, 
as compared with a present (1871) annual debt charge alone per capita 
of $2.86 ; and an annual additional per capita charge, from other 
expenditures, of $4.37. 

Popular Estimation of Economic Questions. 

As might have been expected under such circumstances, fiscal and 
economic subjects were, during the period under consideration, the ones 
which least of all obtained the attention of the American people. Few 
books or essays on such topics were either written or read ; while the 
continually increasing agitation and interest respecting the existence or 
extension of negro slavery furnished the never-ending and predominant 
theme for discussion alike to the press, the politicians, the pulpit, con- 
gress, and the local legislatures. There had been, indeed, fierce dis- 
cussions and political divisions in 1836-38 respecting the organization 
and management of banks, and the establishment and maintenance of 
a national bank, and in 1840-41 and in 1846 respecting the construction 
and adjustment of tariffs, and the principles of free trade and protec- 
tion; but during the decade from 1850 to i860 all of these questions 
were generally regarded as old-time issues, and by the generation of 
men that then had control of the business and government of the 
country were both ignored and forgotten. 

The tariff of 1842, consequent upon a complete change in the politi- 
cal complexion of the administration, was avowedly and deliberately 
arranged upon the principles of protection. The tariff of 1846 follow- 
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ing a reinstatement of the political party defeated in 1840 was a new 
departure, and, abandoning the theory of protection, recognized solely 
the principle of "taxation for revenue." The repeal of the former, and 
the adoption of the latter, were opposed mainly in the averment that 
the treasury would be thereby deprived of an adequate revenue, and 
that American manufacturing industry would be ruined by European 
competition. But experience proved in a most signal manner exactly 
the reverse, for while the protective tariff of 1840-6, with an average 
rate upon all dutiable goods of thirty-three per cent, yielded an 
annual revenue of twenty-six millions of dollars, the tariff of 1846-57, 
with an average of twenty-four-and-a-half per cent on dutiable 
imports, yielded an average annual revenue during the period of its 
existence of forty-six millions. 

And so also in respect to the influence of the revenue tariff upon 
domestic industries exposed to foreign competition ; for, notwithstand- 
ing that all the conditions upon which the advocates of protection in 
the United States based their claims for consideration continued unim- 
paired, and in some respects were strengthened — namely, the difference 
in favor of Europe in respect to wages and interest, and the infantile 
and tentative condition of many American enterprises — it is neverthe- 
less an indisputable fact that during the low tariff decade, from 1851 to 
i860 inclusive, and especially during the last three years of that decade — 
1858, 1859, and i860 — when the tariff of 1846, by reason of its pro- 
ductiveness of revenue in excess of the wants of the government, had 
been still further reduced from 24 to an average of from 18 to 20 per 
cent on dutiable imports — the minimum rate ever experienced — the 

( I comparative growth and progress attained by every department of 
? American trade, commerce and industry was greater than for any cor- 
responding period, either before or since, in the history of the nation. 

It was, for example, in this latter series of years, 1 858-1 861, that the 
commercial tonnage of the United States rose, for the first and last 
time, to upwards of five-and-a-half millions of tons (5,353,868 in 
1859-60, and 5,539,813 in 1860-61; — in 1869-70,4,246,507); that the 
annual crop of cotton exceeded five millions of bales (5,196,944 bales 
of 400 lbs. each) ; that the exports of the products of manufacturing 
industry reached their maximum in quantity ; and when the nation at 
large purchased and consumed the largest per capita quantities of 
sugar, coffee, and cotton cloth. During the same decade (1 850-1 860) 
the increase of the population of the country was returned at 35.59 per 
cent, the increase of wealth at 126.4 per cent, and the average of prop- 
erty to each individual at $510. In short, it would be difficult to find a 
more happy illustration of the influence of the " non-interference " or 
"non-obstructive" policy of a government with the trade, commerce, 
and industry of a highly civilized active people, than the condition of 
the United States at that time afforded. That the country, viewed from 



a politico-economic stand-point of view, was at this time in all respects 
what it should have been, is not, however, asserted. The institution of 
slavery, denying to over four millions of human beings the freedom of 
the person, the right to real property, the blessings of education, and 
antagonistic to all improvements in the culture of the soil and the man- 
agement of capital, was tolerated and supported by law. The paper 
and ordinary currency of the nation, neglected by the general govern- 
ment, and issued by local banks under almost as many different 
systems as there were states in the Union, was as defective as could 
well be imagined, and often necessitated a rate of exchange between 
the different sections of the country which was equal to or in excess of 
the current rates of interest at the principal commercial centres. But 
notwithstanding these drawbacks, the people in general were highly 
prosperous. Pauperism, apart from the large cities, was almost 
unknown ; wealth was very equitably distributed ; while the opportuni- 
ties for education were free, and in all the more densely populated 
portions of the country amply provided. In short, the prosperity of the 
people was so great, through the utilization of their great natural 
resources, their activity, and the continued influx "of the population and 
capital of other countries, that it constituted in itself an obstacle to 
reform ; and the nation at large may be said to have actually preferred 
to endure the various economic and social evils incident to their situa- 
tion, rather than devote the time to their consideration, and meet the 
grave political issues consequent upon their change or reformation. 
And had not the people of the southern section of the United States, 
in their madness, appealed to the arbitrament of the sword in the matter 
of slavery, it cannot be doubted that this institution, with all or many of 
its abominations, would have outlived the present century. 

Financial ConditioWs following the Outbreak of the 

Civil War. 

It was now, with such antecedents and under such conditions, that 
the nation found itself, in the spring of 1861, suddenly and unexpectedly 
involved in a gigantic civil war, in which its very existence was threat- 
ened, by the uprising of at least a third of its population against the 
legitimate and regularly constituted authorities, and in opposition to the 
opinions of a majority in respect to the extension of the system of 
human slavery. 

The most urgent and important requirement of the federal govern- 
ment at the outset was money. Men in excess of any immediate 
necessity volunteered for service in the ranks of the army ; but to equip 
and supply even such as were needed, precipitated an avalanche of 
expenditure upon the treasury. 

To meet their financial requirements, there was at the outset, on the 
part of the government, neither money, credit, nor any adequate system 
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of raising money by taxation ; the previous reliable supply of revenue 
from the customs having at the most critical period, through the cessa- 
tion of imports consequent upon the political disturbances, become 
almost annihilated. The federal six per cent stocks, before eagerly 
sought for at a premium, declined upon the market to 83, and the five 
pei cents to 75 ; while the public debt, which in i860 was only $64,000,000, 
had increased by the 1st of July, 1862, to over $500,000,000. 

In the outset the treasury applied for money to the banks of the three 
leading commercial cities of the country — New York, Boston, and 
Philadelphia — and these institutions responded in a most generous and 
patriotic manner : first with a loan of $50,000,000, and when that was 
gone with $1 50,000,000 additional. In fact the banks of the northern 
and loyal section of the country loaned nearly their whole capital to the 
government. 

But all this amount, so liberally furnished, was insufficient to meet 
the demands of the war, and, by act of congress, the issue of treasury 
notes payable on demand was authorized to the extent of $60,000,000. 

In this manner funds were provided for the requirements of the. 
treasury, until December 31st, 1 861, when the government and the 
banks alike suspended specie payments. 

As has been already stated, the paper money of the country previous 
to the war had been furnished by the local or state banks ; and on what 
basis, may be inferred from the circumstance that at the date of the 
suspension of specie payments, the aggregate of their immediate indebt- 
edness was returned at $459,000,000, while their specie, held with a 
view of note redemption, was but $87,000,000, or nineteen cents on the 
dollar. 

The treasury and the banks having suspended, a new state of things 
was inaugurated. Heretofore the amount of circulating notes issued 
by the banks had not been in excess of the business requirement of the 
country, and, consequently, so long as the semblance of a redemption 
was kept up, these same notes did not depreciate, but continued to 
circulate — at least in their immediate localities — as at par with specie ; 
and after suspension, as the banks in anticipation of a speedy termination 
of the war and a resumption of specie payments, contracted their engage- 
ments, gold, in spite of the bad credit and doubtful firmness of the 
country, did not even then advance in comparison with bank currency 
or paper. 

But the treasury, by reason of its necessities, went on issuing its 
notes ; and it soon becoming evident that no speedy resumption could 
take place, the banks changed their policy, and increased their issues. 

The currency being thus expanded beyond the business requirements 
of the country, the old-time experience speedily repeated itself, and the 
premium on the precious metals in comparison with paper rose rapidly 
and in proportion to the expansion. 
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In June, 1862, the premium on gold was 2}£ per cent, but by 
December of the same year the united policy of the treasury and the 
banks, in increasing the paper circulation, had carried the premium up 
to 33# per cent.* 

The most striking effect of the advance in the premium on the 
precious metals as compared with the paper currency, noticed in the 
outset, was the disappearance of the small silver money of the country — 
the dollar and its fractions — used as the medium for change and small 
purchases. So sudden, indeed, was this movement, that society every- 
where found itself not a little embarassed in the transaction of its petty 
business, and resorted to all manner of expedients to remedy this diffi- 
culty. Cities and towns issued small notes payable in taxes or lawful 
money. Individuals, firms, and corporations followed their example, 
and enlarged the convertibility of these paper issues, by making them 
exchangeable for commodities, as well as for bank and treasury money. 
The substitutes, however, which were eventually and most generally 
made use of by the public were the government postage stamps ; and 
as an incident of the times, it may be mentioned that a considerable 
business was at once created by the invention and manufacture of a 
great variety of receptacles in which stamps of different denominations 
to be used as currency, could be loosely and conveniently carried ; and 
to the sale of which street venders in the large cities for a time especi- 
ally devoted themselves. 

How to overcome the embarrassment arising from this disappearance 
of the small money of the country, was a matter of no little perplexity to 
the government ; and as an illustration of the utter bewilderment of the 
treasury officials, it may be stated that it was gravely proposed, about 
the time when the national paper had depreciated some thirty-three per 
cent, to issue the former silver coin of the country debased to that 
extent, and that a bill authorizing the same to be done was actually 
prepared and introduced into congress; the idea being, evidently 
that the national paper had at that point reached its possible or 
probable maximum depreciation, or that a period of greater depre- 
ciation, was, in any event, not likely to continue. The plan finally 
resorted to was to issue a paper or small note cnrrency, of the 
denominations and multiples of the postage stamps in use; and 

*The bank circulation of the loyal states on the 1st of January, 1861, amounted 
to $150,000,000 ; on the 1st of January, 1862, it had been reduced by contraction to 
$130,000,000. Eight months afterwards, on the 1st of November, 1862, this same 
circulation had been increased to $167,000,000. On the 1st of January, 1861, the 
United States, if we except drafts of disbursing officers, had practically no circula- 
tion. On the 1st of November, 1862, its note circulation, including drafts of dis- 
bursing officers, was in excess of $200,000,000. To offset this, however, was the 
withdrawal of the coin in circulation, which was then estimated at $109,000,000; 
but as the whole amount of the fractional currency since issued by the treasury, 
and which has virtually discharged the functions of the former coin circulation 
among the people, has never been in excess of $40,000,000, it seems clear that this 
estimate must have been considerably exaggerated. 
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when this was done the postage-stamp circulation, and all other 
issues and tokens, to the great delight of the people, at once 
disappeared, and the present paper u fractional currency" of the 
government — at first called, from its replacement of the stamps, 
"postal currency " — became fully established. 

The continued and large advance in the premium on gold at the close 
of the year 1862, however, greatly alarmed the country; and, from its 
being entirely unprecedented and unexpected, produced a more gloomy 
feeling of depression than was occasioned by any military reverses 
either before or subsequently experienced. It was felt at the meeting 
of congress in December, 1862, that an important crisis had arrived, 
and that the financial policy of the government must be changed, or 
national insolvency would be inevitable. 

It is not the design of the writer to attempt to discuss in detail in 
this essay the policy which was adopted ; but, looking back calmly at 
the history of events, it now seems evident that had the currency of the 
United States been as reliable at the commencement of the war as was 
the currency of France in 1870, it might have have been kept so without 
difficulty ; and there would of course have been no premium on gold. 
"The prices of all commodities being then determined by correct 
standard, the national expenditure would have been lessened ; and 
whatever of depreciation there really was of national credit, would have 
shown itself in the discount at which the government bonds would have 
been negotiated."* 

It would also seem clear, that if the finance minister of the time had 
been fully master of the situation, the one thing which he would have 
proposed to himself when the large advance in the premium on gold 
indicated the failure of his previous policy, was to endeavor to reduce 
the currency and bring back gold to par. But no such policy was 
favored or adopted ; on the contrary, more paper money was asked for 
and granted ; treasury notes on interest ; treasury notes without inter- 
est ; fractional currency of a lesser denomination than a dollar ; and, 
finally, a system of national banks to manufacture and issue more 
currency. 

Nearly all the powers asked for by the secretary of the treasury to 
aid in the procurement of money were freely granted by congress ; but 
such was the delay in the passage of the requisite bill, such the con- 
tinued expansion of the currency, and such the discouraging aspect of 
military affairs, that gold in March, 1863, was at a premium of sixty- 
five per cent. The confidence of the country in the financial future and 
management was, however, in a great measure restored, and manifested 
itself by a renewed subscription to the six per cent bonds issued by the 
treasury, which amounted for a time to between $2,000,000 and 

* Hon. Amasa Walker. 
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$3,ooo,ooo per day. These sales, moreover, being made from the 
national paper previously issued (called greenbacks, from the color of 
the ink with which their backs were printed), reduced for a time the 
circulation ; and, although the military situation was most unfavorable 
and alarming, the premium on gold rapidly declined to about forty per 
'tent ; and on the achievement of victories at Vicksburg and Gettys- 
burg, in July, 1863, further fell to 22^ per cent; thus proving that, 
with right management, it was entirely practicable to have kept the 
currency at or very near to par with gold, even though specie redemp- 
tion was for the time suspended. 

And now comes in a chapter of most curious financial experience, 
and in this wise : the treasury was receiving all the funds that were 
needed from the sale of its six per cent obligations, redeemable abso- 
lutely in twenty years, but at the pleasure of the government, in five 
years (and hence popularly termed "five-twenties"); and it seemed 
only necessary that this method of raising money should be continued 
to relieve the treasury from all future financial embarrassments. But 
the finance minister argued that if a six per cent was freely taken by 
the people, a five per cent would be equally acceptable, and that a large 
saving in interest would thereby be effected. He tried the experiment, 
but to his disappointment, and at an immense cost to the nation, found 
that it would not succeed. The people would not subscribe to the five 
per cent loan, and the daily subscriptions to the bonds fell off at once 
from $2,000,000 to $1,000,000. "But this," to use the language of a 
writer of the time, "was not all, or the worst of the matter; for by 
issuing the new bonds at five per cent instead of six, the secretary 
virtually depreciated his own currency by the difference; because it 
required $1.20 in greenbacks to purchase an equal income in interest on 
five per cent which $1.00 would purchase on bonds bearing interest at 
six. Consequently, the price of gold was thereby raised twenty per 
cent, and of course the price of all the government must purchase to 
carry on the war."* 

There was but one way, in the opinion of the secretary, out of the 
difficulty, namely, to issue more currency, and that way he followed, 
and under the influence of the expansion thus occasioned the premium 
on gold mounted still higher, and in June, 1864, rose to 98. 

And now came the culminating folly of modern financial legislation 
in the passage by congress, at the instance of the secretary of the 
treasury, of a law prohibiting, under penalty, "the sale of gold in 
certain cases/' meaning thereby the sales at the boards of gold- 
brokers in New York and other cities for speculative purposes. This 
measure, so utterly and palpably absurd and indefensible, produced an 
effect entirely contrarv from what was intended ; for the comparative 

* Amasa Walker, 
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price oi gold advanced more rapidly than ever, and in a very brief time 
reached the high figure of 285. In fact, while the legislation in question 
had no effect whatever in restricting dealings in gold as a commodity, 
it did tend to destroy confidence, by calling off the public, so far as it 
could, from any open and market standard of value ; and speculation in 
the precious metals, and in all manner of products and securities 
became more extensive and absorbing than ever. 

In the meantime congress, becoming alarmed at the results of its own 
folly, speedily repealed the obnoxious statute ; and the premium on gold, 
under the influence of military successes, gradually receded, and on the 
1st of March, 1865, was about 100. The close of the war reduced it 
still further ; and from that time it has gradually fallen with fluctuations, 
until at the present writing (1871), six-and-a-half years since the termi- 
nation of the war, it stands at about twelve per cent. 

It is interesting to here put upon record the fact, that the amount of 
currency issued, or authorized to be issued by the treasury of the 
United States during the war, or of obligations of indebtedness which 
admitted of being used in a greater or less degree as currency — such 
as certificates of indebtedness, gold certificates payable on demand, 
compound interest notes, fractional currency, treasury notes without 
interest, national bank notes and the like — amounted to over $1,200,000,- 
000. So large a sum as this was certainly never in actual circulation 
at any one time ; but the amount of currency of every description out- 
standing in the hands of the people, as late as the year 1868, was 
estimated by one of the best authorities (Hon. George Walker, of 
Massachusetts) at $585,000,000, as compared with a total estimated 
circulation of paper and specie in i860 of $316,000,000. 

Among the absurd theories put forth in justification of this extra- 
vagant issue of paper money, was a favorite one — that it was a matter 
of necessity, in order to make money easy, which in turn was alleged 
to be a condition precedent for the obtaining of generous subscriptions 
from the public to the government loans, particularly the "five-twenty *' 
bonds ; or, to use the language of the day, it was necessary to make 
money plenty in order that the bonds should be "floated; " the upper- 
most idea in the heads of the government officials having been, appa- 
rently, that in the floating thus contrived the bonds alone would possess 
the property of buoyancy. But in this they were mistaken. The bonds 
indeed floated, but everything floated with them ; or to borrow the 
language of a recent American writer, who has been tempted to review 
the history of this particular period from the ridiculous or humorous 
point of view : " The bonds were floated, but by just about the same 
operation as that by which things are floated in the suburbs of a town 
•or city, submerged in a heavy freshet — hen-coops floated, cellars floated, 
streets floated, barge-houses and out-houses floated, stray children and 
Urst-floors floated, all creation flooded and floated together. Very much 
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so it was with the bonds, the market for the five-twenties was made 
-easy ; the market for flour, beef, cotton, and military stores, of which 
the government was compelled to purchase immensely, was made 
particular easy. The whole country was put under water then, and has 
remained so to the present." 

Another curious but most costly feature of the financial policy 
adopted at the very commencement of the war by the then secretary of 
the treasury was the limitation of the time for which the debt obliga- 
tions on bonds of the government were to be issued, for the purpose of 
giving to them a quality which he termed "controllability;" or, in other 
words, it was seriously put forth as a fundamental principle of finance 
that the national treasury should protect itself against the exactions of 
capitalists and the consequent necessity of paying high rates of interest, 
by making its bonds liable to be redeemed at par at the option of the 
government after a very limited period. The experiment, it need hardly 
be said, resulted in just the opposite of what was expected, inasmuch 
as it gave to foreign capitalists the impression that the funded debt of 
the United States was of a vague and dubious character ; and thereby, 
through the demand for extra interest, has continued even to the pres- 
ent time to be a measure of great and unnecessary expense, rather than 
one of economy, to the treasury. 

As a further illustration of the almost inconceivable muddle of ideas 
that prevailed in the United States during the war, in respect to the 
national loans and paper money, it may be stated that at the very time 
when the premium on gold over paper was approximating (or in excess 
of) ioo, the public were gravely congratulated, both in congress and 
through the press, that the treasury had not been forced to the necessity 
of issuing any of its bonds to subscribers at a price below par, t\e., in 
currency ; and also that a pamphlet was written and extensively circu- 
lated by one of the principal fiscal agents of the government, in which 
the doctrine was set forth and advocated " that a national debt, made 
permanent and rightly managed, will be a national blessing," and that 
""the debt" already contracted "was public wealth;" the language 
used, and made conspicuous by being printed in capital letters, being 
as follows : " The funded debt of the United States is, in effect, the 
addition of three thousand millions to the previously realized wealth of 
the nation. It is three thousand millions added to its available active 
capital. To pay this debt would be to extinguish this capital and lose 
this wealth. To extinguish this capital and lose this wealth would be 
an inconceivably great national misfortune."* 

When congress met in December, 1862, the war having then been 

* As this pamphlet from its quasi-government endorsement, was extensively circu- 
lated, and will undoubtedly go down to history as one of the most curious of 
financial absurdities, it is desirable to state that its author was Samuel Wilkeson, 
at that time a member of the editorial corps of the. New York Tribune. 
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going on for a period of about eight months, the most urgent necessity 
of the financial situation was the provision of $100,000,000 over and! 
above all other resources, to meet requirements within the next three 
months, and $100,000,000 additional to be made available during the 
next half year. To obtain this money within the limited periods speci- 
fied, two methods only were assumed to be open for adoption — the one 
to sell bonds in the open market for the best price the market would 
offer ; the other to create a forced loan for the amount needed by issuing 
paper money, and making it by enactment a legal tender. To detail 
with any degree of fullness the discussions by congress and the public of 
these alternatives, would require an essay by itself; and, therefore, we 
shall here merely say that the one embodying the legal tender provision 
was adopted ; and that the main argument by which it was carried was, 
that the act was absolutely necessary in order to prevent the national 
securities from being sold at a discount of from seventy-five to sixty 
cents on the dollar, and the expenses of the war and the resulting debt 
from being thereby doubled. And although the chairman of the com- 
mittee of ways and means of the house of representatives, in closing the 
debate upon the bill, most solemnly asseverated that no nation could 
afford to borrow at seventy \ his opinion had in it so little of correctness 
that the credit of the United States subsequently, and in great part 
through the influence of this very measure, sunk so low that its six per 
cents sold in Europe at from thirty-five to forty cents on the dollar 

War Taxation. 

Having thus briefly reviewed the plans and measures adopted by the 
government of the United States during the war, for the raising of 
funds by means of loans and the issue of paper money, and narrated 
some of the incidents and influences connected with the carrying out 
of the same, it remains to notice the measures of taxation resorted to 
coincidently for the accomplishment of the same object. 

In the outset all direct or internal taxation was avoided ; there having 
been apparently an apprehension on the part of congress, that inasmuch 
as the people had never been accustomed to it, and as all machinery for 
assessment and collection was wholly wanting, its adoption would 
create discontent, and thereby interfere with a vigorous prosecution of 
hostilities. Congress, therefore, accordingly confined itself at first to 
the enactment of measures looking to an increase of revenue from the 
increase of indirect taxes, upon imports ; and it was not until four 
months after the actual outbreak of hostilities that a direct tax of 
$20,000,000 per annum was apportioned among the states; and an 
income-tax of 3 per cent on the excess of all incomes over $800 was 
provided for ; the first being made to take effect practically eight, and 
the second ten months after date of enactment. Such laws, of course, 
took effect and become immediately operative in the loyal states only* 
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and produced but comparatively little revenue ; and although the range 
of taxation was soon extended, the whole receipts from all sources by 
the government for the second year of the war, from excise, income, 
stamp, and all other internal taxes, was less than $42,000,000 ; and 
that, too, at a time when the expenditures were in excess of $60,000,000 
per month, or at the rate of over $800,000,000 per annum. And as 
showing how novel was this whole system of direct and internal taxa- 
tion to the people, and how completely the government officials were 
lacking in all experience in respect to it, the following incident may be 
noted. The secretary of the treasury, in his report for 1863, stated 
that, with a view of determining his resources, he employed a very com- 
petent person, with the aid of practical men, to estimate the probable 
amount of revenue to be derived from each department of internal 
taxation for the previous year. The estimate arrived at was $85,000,000, 
but the actual receipts were only $37,000,000. 

The people of the loyal states were, however, more determined and 
in earnest in respect to this matter of taxation than were their rulers ; 
and before long the popular discontent at the existing state of things 
was openly manifest. Everywhere the opinion was expressed- that 
taxation in all possible forms should immediately, and to the largest 
extent, be made effective and imperative ; and congress spurred up, and 
rightfully relying on public sentiment to sustain their action, at last 
took up the matter resolutely and in earnest, and devised and inaugurated 
a system of internal and direct taxation, which for its universality and 
peculiarities has probably no parallel in anything which has heretofore 
been recorded in civil history, or is likely to be experienced hereafter. 
The one necessity of the situation was revenue, and to obtain it speedily* 
and in large amounts through taxation, the only principle recognized — 
if it can be called a principle, was akin to that recommended to the 
traditionary Irishman on his visit to Donnybrobk Fair, " Wherever you 
see a head, hit it." Wherever you find an article, a product, a trade, a 
profession, or a source of income, tax it ! And so an edict went forth 
to this effect, and the people cheerfully submitted. Incomes under 
$5,000 were taxed 5 per cent, with an exemption of $600 and house 
rent actually paid ; these exemptions being allowed on this ground, that 
they represented an amount sufficient at the time to enable a small 
family to procure the bare necessaries of life, and thus take out from 
the operation of the law all those who were dependent upon each day's 
earnings to supply each day's needs. Incomes in excess of $5,000 and 
not in excess of $10,000 were taxed t.% per cent in addition ; and 
incomes over $10,000, 5 per cent additional, without any allowance or 
exemptions whatever. 

Raw cotton was taxed at the rate of 2 cents per pound ; but export 
duties (though in favor), being prohibited by the constitution, were not 
attempted. 
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Salt was taxed at the rate of 6 cents per one hundred pounds ; tobacco 
from 15 to 35 cents per pound; cigars from $3 to $^o per thousand; 
sugar from 2 to $}£ cents per pound. Distilled spirits were first taxed, 
in 1863, at the rate of 20 cents per gallon ; the next year, 1864, 60 cents ; 
then $1.50 ; and subsequently at $2.00. But the most curious and com- 
plex taxes were those imposed on the various products of what may be 
termed ordinary manufacturing industry ; the tax, by intent or construc- 
tion, having been imposed first on the raw material, and then on the 
total or increased value, according to circumstances, on each successive 
stage of its elaboration up to the finished product. And, as if this was 
not enough, every manufacturer was also compelled to take out an 
annual license ; while the goods produced, if sold by dealers or agents 
independent of the manufacturers, were subject to an additional tax of 
one-tenth of one per cent, reckoned upon the amount of sales. This tax 
upon manufactures and products, with the exception of a few articles, 
was at first fixed, in 1864, at an average of five per cent ; but in 1865 
the rate was increased uniformly twenty per cent ; making the tax for 
most articles six per cent. 

Under the operation of this law, the government actually levied and 
collected from eight to fifteen, and in some instances as much as twenty 
per cent on every finished industrial product. In the case of the manu- 
facture of umbrellas and parasols, it was shown, for example, that 
separate taxes were paid, first, on the sticks or supporting rods ; then 
upon the handles if carved or turned separately of bone, wood, or 
ivory ; then, in like manner, upon the brass runners, the tips, the ribs, 
the cloth composing the cover, the elastic band which fastens the 
cover when closed ; the rubber of which the band is composed ; the 
button to which it was attached ; and, finally, upon the umbrella itself, 
when the separate parts were aggregated and thereby converted into a 
finished product. And if any of the constituents of the umbrella — as 
the ivory, the silk, or the metal — were of foreign production, the same 
were subjected, on coming into the country, to an import duty in 
addition. 

In the case of books and pamphlets, it was claimed and proved by the 
New York Publisher's Association that, including the license and 
-income taxes, the finished book and its constituent materials paid from 
fifteen to twenty separate and distinct taxes before it came to the reader 
— the paper and its constituents, the cloth, the glue, the starch, the 
leather, the slaughtered animal from whence the hide furnishing the 
leather was obtained, the dyes with which the cloth or leather was 
colored or stained ; the thread, the gold-leaf, the type-metal, the type, 
and the machinery ; and then, when the whole were combined, the 
finished book paid an additional tax of five per cent, which was levied, 
not upon the cost of manufacture, but upon the price at which the book 
was sold. In addition to all these, the manufacturer or publisher paid 
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for the privilege of doing business, an annual license tax, and an income 
tax of irom five to ten per cent on his profits, if he had any. 

In short, it was as if a frontier had been drawn about each individual 
article or product in the nation, across which nothing could pass with- 
out being submitted to a tax, which was repeated at each border. 

Besides these taxes on manufactured products of the character speci- 
fied, a tax of from three to six per cent was imposed on the repairs of 
engines, cars, carriages, and other articles, where the value of the arti- 
cles so repaired was increased by reason of the repairs to the extent of 
ten per cent ; and a further tax of six per cent on what was termed 
■" increased values," or the additional value given to any article which 
had previously paid either an import or internal tax, by being " polished, 
painted, varnished, waxed, oiled, gilded, electrotyped, galvanized, plated, 
framed, ground, pressed, colored, dyed, trimmed, or ornamented." 

The example of difficulty and nice adjudication experienced in 
enforcing these two classes of taxes are so curious, as to justify a some- 
what more than passing notice. Thus, if a worker in tin and iron made 
a stove at one hour, and in the next hour, repaired a stove to the extent 
of more than ten per cent of its value, he paid on the product of his 
first hour's work a tax of six per cent, and on his second three per 
cent. In like manner, a blacksmith making a taxable article, and then 
repairing one exactly like it, was liable to the payment of the two 
classes of taxes ; and the theory of the law, furthermore, was, that both 
the tinsmith and the blacksmith kept a separate and distinct account of 
their different transactions. Again, if a worker in wood repaired a 
wheelbarrow worth $i, and by so doing added ten cents to its value, 
the increased value was taxable. If, on the other hand, he repaired a 
carriage or pianoforte worth $500, no tax accrued unless the value of 
the repairs exceeded $50. The following absurd case was also pre- 
sented for adjudication under these statutes. A wheelwright repaired 
a carriage to the extent of eight per cent. The owner or his agent 
then passed it successively to a blacksmith, a painter, and an uphol- 
sterer, neither of whom added repairs to the extent of ten per cent, or 
knew the value of previous repairs, or the value of the carriage before 
it was repaired. The question then was, shall the repairs, however 
extensive, go untaxed, or shall the owner be taxed ? But the construc- 
tion of the law was that the tax must be assessed on the manufacturer 
or persons receiving pay for the work, and that the owner could not be 
held to be the manufacturer unless he furnished the materials, whole or 
part, for making the repairs. And then the further question arose, 
whether the subject of repair, in the shape of the old carriage furnished 
by the owner, was a material of making the repair, and thus consti- 
tuted the owner a manufacturer, and as such liable to taxation. 

In another case, the question came up whether the publishers residing 
in one assessment district, and having their books, printed and bound 
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by contract in another district, were to be regarded as manufacturers of 
the books, or whether the printers and binders who executed the work 
were to be so regarded and taxed ; and in two instances in two contigu- 
ous districts in the state of Massachusetts the law was interpreted in 
both ways, or one way in one district and another way in another dis- 
trict ; and the parties interested submitted rather than incur the expense 
and trouble of contesting the matter before the courts. 

In fact, it is safe to say that no more complicated and absurd ques- 
tions have ever seriously occupied the minds of educated men since the 
discussions of the scholiasts in the eleventh and twelfth centuries. 

We have said that the people of the United States submitted to such 
a system. They did more ; for such was the fervor of patriotism and 
the determination to push the war to a successful issue, that they 
rejoiced in it ; and during the continuance of hostilities there was no 
movement or protest attempted against the system which found any 
noticeable response among the masses. The country was rich, and its 
accumulated resources had not for nearly two generations been in any 
degree drawn upon by the national government for extraordinary taxa- 
tion. Wealth, moreover, was very uniformly distributed ; and the 
people pointed with pride to the annually increasing receipts of revenue 
under the new system, which, starting with $42,rco,ooo in 1863, rose 
rapidly to $117,000,000 in 1864, $21 1,000,000 in 1865, and culminated in 
1866 with the large sum of $310,000,000, making the total revenue for 
that year, drawn from all sources by taxation, five hundred and fifty- 
nine millions. 

So long, moreover, as the war lasted, the attempts to evade taxation* 
were exceptional, and in amount inconsiderable. The demand for 
most manufactured and agricultural products, owing to the enormous 
consumption of the armies, and the withdrawal of labor, by enlistment, 
from its accustomed avocations, was fully equal to or in excess of 
supply ; prices rose rapidly with every increase of taxation, or additional 
issues of paper money ; and, under such circumstances, the burdens of 
the war were not regarded by the majority of producers as oppressive. 
But, on the contrary, counting the taxes as elements of cost, and 
reckoning profit as a percentage on the whole, it was very generally the 
case that the aggregate profits of the producer were actually enhanced, 
by reason of the taxes, to an extent considerably greater than they 
would have been had no taxes whatever been collected. Indeed, it was 
not unfrequently the case that the manufacturers themselves were the 
most strenous advocates for the continued and rapid increase of taxa- 
tion, with a view of realizing thereby, through an advance in prices, 
large additional profits on products or constituents of products, pre- 
viously assessed or imported at lower rates of taxes or duties ; and to 
bring about such advances, influence and money were used without 
scruple. Thus, in the case of distilled spirits, the taxation, as already 
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stated, was advanced in successive years from twenty cents per gallon 
to $1.50, and finally to $10. And in each of these instances, and 
particularly after the i-nposition of the first two and lowest rates, the 
distillers and speculators reckoned, with a great degree of certainty, 
that a further large advance would be enacted ; and that the new law, 
furthermore, would not be made retroactive, or applicable to spirits 
distilled or assessed previously and at a lower rate. In this they were 
not disappointed ; for Congress, under the influence to which it was 
subjected, did virtually legislate in each instance in the manner expected, 
and thus gave occasion for the realization of profits by the holders Of 
stocks made in anticipation of the advance, which, at the very lowest^ 
cannot be estimated at less than fifty millions of dollars. Thus, the 
evidence before the United States revenue commission, in 1865-6, 
showed that there was on the 1st of January, 1864, a stock of "high 
wines " and whisky s, previously made in anticipation of the increased 
tax, sufficient to meet all the requirements of the country for a period of 
from twelve to eighteen months ; and on each gallon of this quantity a 
profit was realized, owing to the subsequent advance of the tax from 
60 cents to $2, of from 90 cents to %\ .40 per gallon. In cases, also, 
where the duties on the import of teas, sugar, coffee, spices, and other 
articles were suddenly raised, the previous knowledge, or reasonable 
inference of the fact, was undoubtedly taken advantage of for the real- 
ization by speculators of immense profits. 

In the case of raw cotton, which advanced mainly through conditions 
affecting its production or distribution, it was shown by actual calcula- 
tion, in respect to one manufacturing corporation in New England, that 
if they had at the commencement of war burnt their mills, lost their 
insurance, and sunk their capital, other than what was invested in 
cotton, and had subsequently sold their cotton, at the highest prices 
obtainable, in place of manufacturing it, the result wonld have afforded 
to the stockholders a permanent annuity of at least twelve per cent on 
their original investments. 

Rise of Prices and Changes in Domestic Consumption. 

As was to have been expected, the effect on general prices of the 
excessive issue of paper money, of heavy and indiscriminate taxation, 
the enormous demands of the armies for supplies of every description, 
conjoined with a diversion of labor from civil to military pursuits, and 
the forced abandonment of the cultivation of cotton and other peculiar 
products of the southern portion of the country, was during the last 
years of the war and immediately subsequent, something very extraor- 
dinary. From calculation made from a great variety of data, returned 
from all sections of the loyal states, it appears that the advance in 
those years, as compared with the year immediately preceding the war 
(1860-61), was, for groceries and provisions, from 90 to 100 per cent ; 
for domestic dry goods, including clothing, 86 per cent ; for fuel, 50 to 
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6o per cent ; for house rent in the cities, from 90 to 100, and even 20a 
per cent, and in the country somewhat less. The increase in the price 
of a barrel of wheaten flour from i860 to 1868, throughout the eastern 
manufacturing states, was in excess of 90 per cent ; of salt, 100 to 1 5c* 
per cent ; of butter, 100 per cent ; brown .sugars, 70 to 80 per cent ; 
soap, 80 to 90 per cent ; teas, 140 to 150 per cent. In respect to ordi- 
nary cotton goods, the advance, even as late as October, 1866, was in 
currency 172 per cent over the gold prices of similar fabrics in July, 
i860 ; of woolen goods, 53 per cent ; and of silk, about 100 per cent. 

The general advance experienced in wages during the same time, the 
comparisons being made, as in the case of commodities, in currency as 
against gold, before the war, was generally as follows : For unskilled 
labor, 50 per cent ; for skilled mechanical labor, 60 to 75 per cent. On 
the cotton mills of New England the advance in the prices paid to> 
female adults working by the piece was 50 per cent ; of male adults 
ditto, 61 per cent. The advance in the prices of board for the same 
periods of the same class of operatives was respectively 60 and 66 per 
cent. 

But notwithstanding a very full examination and comparison of prices 
ill the United States before, during, and after the war, shows most 
conclusively that the prices of commodities and rents during the period 
under consideration advanced in a far greater ratio than wages, it is yet 
a curious fact — one of the anomalies of the war — that at no time was 
there any noticeable complaint from the working classes of unusual 
suffering and privation. The explanation of this will probably be found 
to be due to several causes. First, the enrollment of a million and a 
half of men in the ranks, or " following " of the army, enlarged the 
opportunity for employment to many who before were comparatively 
idle, or in receipt of small wages, and thus in many instances enlarged 
the income of families ; second, the enormous amount disbursed by the 
government to the states for pay and bounties to the soldiers, and by 
them returned to their families or relatives; third, the profuse and 
extravagant expenditures of the speculators and manufacturers sud^ 
denly and largely enriched by the rise of prices and by contracts ; and 
finally, and more than all, to an exercise — on the part of the working 
classes — of a measure of retrenchment and economy, which the 
national condition of abundance before the war and the national sin ot 
wastefulness rendered perfectly practicable without producing anything 
like absolute want and suffering. It may furthermore help to a clearer 
comprehension of these social phenomena by remembering that the 
poor of the United States were not then, and are not now, the same as 
a class with the poor of Great Britain and of Europe. In the United 
States poverty, as a general thing, means simply deprivation of com- 
forts and luxuries, and rarely, if ever, implies a deprivation of necessi- 
ties or a possibility of starvation ; while in Europe the contrary may be 
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chasing power of wages or incomes resulted mainly in impairing the 
power of accumulation and in decreasing comfort, and not in what may 
be termed actual suffering and serious destitution. And appearances 
being thus kept up outwardly, the conclusion was pointed at by some, 
and even soberly maintained on the floor of congress by the advocates 
of the system of high protection, that the war, regarded from a merely 
material point of view, was in reality a blessing, and that the prosperity 
of the country was in no degree diminished by it. 

But how severely it did restrict- the comforts of the classes who live 
on wages and fixed incomes is very conclusively shown by the follow- 
ing data : The population of the United States undoubtedly increased 
from i860 to 1866 at least 4,000,000. The consumption of cotton in 
the country for manufacturing purposes in i860 was 978,043 bales, and 
in 1865 and 1866, 554,400 bales and 655,200 bales, respectively. The 
report of the American Cotton Manufacturers' Association, made in 
October, 1868, says: "The production of cotton goods for the last 
eight years (1860-68), compared with the production during the eight 
years preceding (1853-60), has been as 539 to 800, or only 67 Y% per 
cent — an actual diminution of nearly 33 per cent during a period when 
there was an increase of population of more than 30 per cent, requiring 
a corresponding increase of supply." During the six years imme- 
diately preceding the war the United States consumed of coffee 
1,228,000,000 pounds, or 548,000 tons ; but during the six years imme- 
diately succeeding the outbreak of the war the total consumption of 
this article was but 751,000,000 pounds, thus showing a reduction of 
consumption to the period specified of the enormous quantity of 
477,000,000 pounds, or 213,000 tons. 

In 1859 the annual consumption of sugar in the United States, 
foreign and domestic, was 431,184 tons ; in 1864 it was 221,980 tons; 
and in 1866, 391,678. 

The statistics of the manufacture of boots and shoes, and of hats 
also, show a very considerable falling off in the domestic consumption 
of these articles ; whtle in Massachusetts, one of the richest and most 
densely populated of the states, the official returns show that nine more 
polls (males twenty years and upwards), and representing probably 
as many heads of families, were crowded into every hundred houses in 
1868 than was the case in i860. 

Cost of the War. 

And above all this, as showing how dreadful is the curse of war, and 
how far more calamitous it is than all the other evils with which mankind 
are from time to time afflicted, comes this final inference, derived from 
the census of 1870 and other reliable data, that the cost to the United 
States, north and south, of their four years' war — from 1861 to 1865 — 
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was, directly and indirectly, in respect to life, in excess of a million of 
men ; and in respect' to property — direct expenditures, destruction of 
product, suspension, diversion, or waste of industry — at least nine 
thousand millions of dollars ; a sum equivalent to the expenditure of a 
$1,000,000,000 a year for nine years; or, at the wages of $500 per 
annum, to the labor of two millions of men exerted continuously during 
the whole of that period. 

Some of the data valuable for the formation of this estimate are as 
follows : 

The gross expenditures of the United States from June, 1861, to July, 
1866, were $5,792,257,000. The total expenditure of the government 
for the year next previous to the war (i860) was $77,000,000. If we 
assume that the average* expenditures under conditions of peace from 
1 86 1 to 1866, inclusive, would have been $90,000,000 per annum, the 
aggregate expenditures by reason of the war would be $5,342,237,000. 
The expenditures incurred by states counties, cities, and towns, in the 
loyal portion of the country for war purposes, and not represented by 
funded debts, has been estimated at $500,000,000. 

Increase of state debts on war account, $124,000,000. Increase of 
city, town, and county debits, estimated, $200,000,000. 

Estimated direct expenditures of the Confederate States by reason of 
the war, $2,000,000,000. 

To these sums, aggregating $8,165,000,000, must be added the further 
amounts which represent the destruction of property — some portions 
of the southern states being rendered almost desert — and the loss from 
the diversion, suspension, or waste of industry. It should also be 
noted, that the returned value of the slaves, by the census of i860, was 
$1,936,000,000; all of which, to the owners, represented an equivalent 
amount of productive capital. 

Other Industrial Changes Consequent on the War. 

One curious result of the war which deserves to be noted, was the 
very great stimuluus which was given to the invention and use of labor- 
saving machinery ; as is shown, first by the increase in the number of 
patents granted — 3,340 in 1861, and 6,220 in 1865 — and in the further 
fact that, notwithstanding the withdrawal, directly or indirectly, during 
the years 1863-4 and 1864-5, °f not ^ ess tnan a million and a half of 
able-bodied men from productive employments in the loyal states alone, 
and in great part from the business of agriculture, the yearly products 
of the soil, and of many other industries, increased rather than dimin- 
ished. Machines were substituted in the place of men, while the 
certainty of a market voluntarily increased the hours, and, consequently, 
the products, of industry. 

Thus, during the years of 1863-4 the number of reaping and mowing 
machines manufactured and sold in the United States were enormously 
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multiplied; while the state of Indiana, which in 1859 produced • 
15,219,000 bushels of wheat, in 1863 increased her annual products to 
upwards of 20,000,000 bushels — and that, too, notwithstanding the 
circumstance that in 1862-3, out of her population of 1,250,000, 
124,000 fighting men were drawn to supply the ranks of the national 
armies. 

Another anomaly of this period was the extraordinary increase in the 
exportation of many articles of domestic product, notwithstanding the 
greatly increased cost of their constituent materials and of labor. 
Thus, the export value of carriages increased from $472,080 in 1861 to 
$803,000 in 1864-5, g°ld valuation ; glass and glass-ware, from $277,000 
in i860 to 627,000 in 1864-5 '» clothing, do., from $402,000 to $756,000; 
boots and shoes, do., from $782,000 to $1,038,000. In provisions and 
other agricultural products the advance was equally noticeable. Thus, 
the export value of tallow (gold) advanced from $1,598,000 in i860 to 
$3»984,ooo in 1864; tobacco, do., from 15,000,000 to $20,000,000; 
and provisions proper, do., from $16,000,000 to $25,000,000. But the 
most remarkable of these commercial phenomena was exhibited in the 
export movements of wheat and wheat-flour. Thus, previous to the 
year i860, whenever wheat fell to 41s. or 40s. per quarter, in England, 
the export of wheat from the United States to the United Kingdom 
became merely nominal. In 1859, the price being as low as 43s. 9d., 
the exports ot the United States fell off to 861,000 bushels ; but during 
the years 1863 and 1864, when The Gazette prices of British wheat 
were reported at 44s. 9d. and 40s. 2d. respectively, an average of 42s. 5d., 
the aggregate exports of wheat and wheat-flour from the United 
States rose to the unprecedented figure of 67,000,000 bushels, or an 
average of over 33,000,000 bushels per annum. The explanation of 
this increased movement may be found, first, in the fact that the pre- 
mium on gold often rose with great rapidity, and for periods was often 
unquestionably from fifty to seventy per cent, in advance of the cur- 
rency prices of the labor and materials employed in many branches of 
domestic production, the effect of which was to increase the purchasing 
power of the foreign consumer dealing only with gold ; or, what was 
the same thing, to decrease the relative cost of such articles of Ameri- 
can products as were available for export and sale in a foreign market. 
Another explanation more especially applicable to the situation of the 
agricultural producers is to be found in the circumstance that, while 
they sold for exportation at a low foreign gold price, less freights, insu- 
rance, commissions, and all intermediate charges and profits, they were 
paid an unusually high price in the currency in use in the United States, 
"which, having been made a legal tender, was worth its fair value, with- 
out any deduction or depreciation, in the payment of debts contracted 
at a time antecedent, when gold and currency were at par, or nearly so. 
In this way a vast amount of debts and mortgages on farms are known 
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to have been discharged, an adyantage which, without doubt, con- 
tributed not a little to the popularity of the war with certain classes. 

The close of the war was also marked by a commercial and social 
phenomena worthy of notice. A million and a half of men, directly or 
indirectly engaged through the army in the work of destruction, were 
returned to productive employments. The enormous demands of the 
government for services and supplies of every description were almost 
immediately terminated, while the decline in the premium on gold 
occasioned a marked falling off in the volume and value of many articles 
of domestic export. 

Various agencies, however at once came in to prevent that stagna- 
tion and derangement of the business of the country, which, at first 
thought would seem to have been almost inevitable. The stock on 
hand of agricultural products had been reduced to a minimum, owing 
to the enormous consumption of the men and animals of the army, to a 
partial failure of the crops in the year 1865, and to an unnaturally 
stimulated export ; and, with the exception of cotton and wollen goods, 
there was no accumulation of the so-called manufacturing industries. 
The southern, and heretofore rebellious states, comprising a population 
of about 12,000,000, were, moreover, destitute of nearly everything 
essential to render possible the continuance of civilization, or even life 
itself ; and yet the people of this same section of country, through the 
retention of a considerable quantity of cotton, were able to purchase 
largely and pay promptly for their necessities, as is shown by the fact 
that the value of exported cotton alone advanced from the small sum 
of $3»384,ooo gold, in 1864-65, to $199,503,988 gold in the succeeding 
year, 1865-66, the largest amount ever realized by the cotton producers 
of the United States in any one year from their exported products. 

In addition to these circumstances, which afforded large opportuni- 
ties for the profitable employment of labor, the disbursement of the 
government for arrears of pay, bounties or enlistments, and re-enlist- 
ments, pensions, and the settlement of contracts during the three years 
immediately subsequent to the war, also constituted a very great stimu- 
lus to consumption, and were therefore equivalent to the creation of 
new domestic markets, or to the continuance or extension of those pre- • 
viously existing. The amount disbursed from the 1st of April, 1865, to 
the 1st of June, 1869, was in round figures about $700,000;* a great 

* It may be urged that, as all this money had been previously drawn from the 
people in the form of loans or taxes, any advantage which may have resulted from 
its disbursement was more than counterbalanced by the evil and disturbance of its 
original taking ; but when the method and circumstance of this original taking 
come to be fully considered, it will probably be found that the evil of the depriva- 
tion in the first instance was carried over and made an influence of the future, 
rather than of the then present. Somewhat in the same way, to use a homely 
illustration, as a man under the influence oi a debauch is unconscious alike of the 
loss of his watch, or the knocking that accompanies it, until he has returned to his 
normal condition of sense and sobriety. All these circumstances occuring after 
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part of which was immediately invested in the purchase of food, shel- 
ter, implements, transportation, or business ; and really constituted a 
fund on which the disbanded soldiers of the army re-established them- 
selves in the arts of peace. 

Thi Funding of the Debt and the Reduction op Taxation 

Subsequent to the War. 

The matter of the most immediate and serious importance that 
pressed itself upon the attention of the government, after the termina- 
tion of hostilities, was the condition of the debt and the proximate 
liabilities of the treasury. The largest army of modern times, whose 
disposition and conduct consequent upon disbandment had constituted 
a theme for anxiety to many foreign observers, had assimilated itself so 
quietly with the people, and returned so rapidly to its original avoca- - 
tions, that with the exception of the continued use of military titles and 
old clothes, the space of three months was sufficient to obliterate nearly 
every outward evidence of its existence. 

But the embarrassments of the treasury had not terminated with the 
war ; for either through negligence, want of foresight, or an infatuation 
which throughout the early years of the war seemed to possess certain 
leaders of the administration, that hostilities were likely to be of no 
long continuance, the debt was in a most unsatisfactory and dangerous 
condition. How unsatisfactory and how dangerous, may be inferred 
from the circumstance that the liabilities which had been allowed at 
the close of the war to become due by the issue of temporary obliga- 
tions, within the space of three years, amounted to the large sum of 
$1,291,000,000, of which as much as $107,000,000 were made payable 
at thirty days' notice on the part of the holders ; while more than 
$350,000,000 became abspjutely due within the limits of a single month. 

Never was there a more difficult task imposed on a finance minister 
than the arrangement for the meeting of these immense liabilities, 
which could not be paid in accordance with the terms of their issue, 
and at the same time preserving the faith of the government ; but, 
partially through the great ability and skillful management of the new 
secretary of the treasury, the Hon. Hugh McCulloch, partially by utiliz- 
• ing the large receipts of revenue, which for the year 1866 amounted to 
$559,000,000, and more than all through the good sense and patriotism 
of the people, all these difficulties were tided over, and the debt gradu- 

fhe close of the war made it impossible for the United States to resume at once its 
natural industrial relations, ana to determine by actual experiment the effect of its 
losses, of its immense debt, of the changes in its industries, of its increased taxa- 
tion, and of the methods under which such taxation was apportioned and collected. 
And, indeed, in many particulars, the time has not even yet come when-it 1? possible 
to render a correct judgment, and accurately trace the full influence of the events, 
that have been related. 
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ally consolidated into a form which entirely ireea the treasury from all 
embarrassment and danger of excessive and early maturing liabilities. 

A marked change in the temper of the people in respect to the con- 
tinuance of war taxes was, however, at once experienced when the war 
had actually and permanently been brought to a close. But this discon- 
tent in the outset manifested itself almost exclusively in respect to the 
so-called " internal revenue taxes," and applied in little or no degree to 
the taxes imposed under the tariff ; which last, so long as the internal 
revenue taxes continued to be levied upon every manufactured product, 
and also upon the separate constituents of such product, were not only 
for the most part wholly justifiable, through the necessity of equalizing 
the burdens of the war between the domestic producers and their 
foreign competitors; but in some instances, through oversight or 
neglect, the tariff taxation was actually made less upon the imported 
article than was the internal taxation upon the corresponding domestic 
product. As an illustration of this, the case of Manilla rope may be 
cited, in which, during the years 1864-5, tne duty on the imported rope 
was §56 per ton, while the duties on rope manufactured in the United 
States, out of the Manilla fibre, aggregated from $48 to $73 per ton. 

It was also claimed at the same time by the manufacturers of umbrel- 
las, that the internal taxes levied on their products and their separate 
constituents were so much in excess of the tariff on the completed and 
imported umbrella, as to amount to an actual discrimination against the 
American manufacturer, and in favor of the foreigner, of at least 40 per 
cent — a claim which appeared to be substantiated by the results of a 
comparison of prices at which the American and foreign products were 
at that time offered for sale in the New York markets. 

In accordance, therefore, with popular demand and the cessation of 
war expenditures, congress in 1866 commenced upon the reduction of 
the taxes levied under the internal revenue ; and by the act of July 20, 
• 1866, repealed or abated taxes which were during the preceding year 
productive of an annual revenue of at least sixty-five millions ; and in 
the March following, 1867, made a further reduction of what was 
believed to be equivalent to forty millions annual revenue additional. 
In both these instances, the reductions were made to apply mainly to 
taxes on manufactured products ; but by the act of March, 1867, the 
differential taxes on incomes in excess of $5,000 per annum were also 
repealed, and the exemption allowed to all incomes was increased from 
$600 to $1 ,000. The next important reduction of income taxation related 
to " raw " cotton, and by an act passed February, 1868, all cotton grown 
after the year 1867 was exempted from excise. Previous to the year 
1866 the tax on cotton was fixed at two cents per pound. From 
August, 1866, until September, 1867, it was three cents, and after this 
latter date until February, 1869, it was two and one-half cents. So 
long as the war continued, the revenue received from this tax was 
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inconsiderable* or less than $2,000,000 per annum ; but after the termina- 
tion of the war, it increased to $18,000,000 in 1866, and $23,000,000 
in 1867. 

Next followed the repeal of all taxes upon mineral oils, or petroleum, 
which during the fiscal year of 1866 yielded a revenue of seven and-a- 
half millions ; and subsequent to this, and by successive acts, the taxes 
on legacies and successions were repealed, as well as the taxes on 
trades and professions — in the nature of licenses ; on the gross receipts 
of transportation, telegraph and insurance companies; on theatres, 
lotteries, advertisements, bridges, toll-roads, and canals, carriages,, 
billiard tables, and watches, and others of similar character. The 
maximum of revenue derived in any single year from these taxes was as 
follows: From legacies and successions, $2,433,000; from licenses,, 
$18,186,000; gross receipts, $10,971,000; watches, $619,000; carriages, 
$624,000 ; billiard tables, $67,753. During the same time the taxes on 
distilled spirits were reduced from $2 to 60 cents per gallon ; on cigars, 
from $18 to $5 per thousand ; on chewing tobacco, from 40 to 32 cents 
per pound ; while the tax on incomes was further reduced to two and 
one-half per cent, with an overcharged deduction from each person's 
gross income of the sum of $2,000, with such additional sums as repre- 
sent the aggregate of all taxes, state or local, paid during the year pre- 
ceding ; all losses " actually sustained during the year from fires, Hoods, 
shipwreck, or occurred in trade ; the amount of interest paid during the 
year ; the amount paid for rent, or labor to cultivate land ; the amount 
paid for rent of premises actually occupied ; and the sums expended for 
the usual and ordinary repairs of such premises." As might be inferred, 
the enactment of such curious and anomalous exemptions practically 
has the effect — as was doubtless intended — to maintain a taxation of 
incomes in respect to the income only of the most wealthy of citizens » 
and this, moreover, not because of any probable or possible deficiency 
of revenue, but solely on account of an apprehended political influence 
which might result from a complete repeal of the tax in questiqn. As 
thus cumbrously modified, the continuance of the tax has given/more ' 
dissatisfaction than when it was maintained at its maximum ; and 
practically has hardly afforded revenue sufficient to pay the cost of 
collection. We have also in these and other repealing acts of a similar 
character, a further interesting item of financial history, namely, that 
as the recent internal revenue laws of the United States were in the 
outset the result of urgent necessity, and were framed solely with the 
view of obtaining the largest revenue within the shortest time, and 
without reference whatever to their influence upon the industry of 
the country, and the equitable distribution of its annual product ; so, in 
taking down this enormous and complicated system, there has been 
exhibited an almost equal disregard of the principles of political and 
financial economy. 
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But the system, with all its complications, and infinity of details and 
blunders, has, at the present time, almost become a thing of the past ; 
and is now restricted in its operation to the collection of taxes from 
distilled and fermented liquors, tobacco, banRs and bankers, gas, 
stamps upon legal 'documents, money checks, proprietary medicines, 
and matches ; and to a limited extent, as before shown, upon incomes. 
And even these taxes, it may be certainly predicted, will, in the course 
of another year, be still further diminished in number. 
I The largest amount of revenue ever collected in any one year, under 
the law imposing taxes upon incomes, was in 1866, and amounted to 
$72,982,000; of this amount $26,406,000 were derived from incomes 
over $600 and not over $5,000, taxed aifrve per cent ; and $34,501,000 
from incomes over $5,000, taxed at seven and a half and ten per cent ; 
the balance being made up from the taxes on the income of corpora- 
tions and on the salaries of government officials. In 1866 the number 
of persons assessed for an income-tax, with an exemption of $600 and 
the amounts actually expended for house-rent, necessary repairs, taxes, 
etc., was 460,170 out of an estimated population of about- 35,000.000. 
In the succeeding year, when the exemption was increased from $600 
to $1,000, the number of persons assessed declined to 259,385. In that 
year only 50,088 persons paid an income-tax in excess of $500. As 
throwing also some further light upon, the distribution of the wealth in 
the United* States, it may be stated, that in the /ear 1868 the number of 
individuals directly assessed for income, over and above all legal 
exemptions, was about 250,000, out of the then estimated population of 
37,000,000 ; and then the aggregate income which the tax represented 
for that year was $780,000,000. And from the record of experience in 
respect to local taxation, we have this further evidence upon the same 
subject : Thus, in the state of Massachusetts, the richest in proportion 
to population of any state but one in the Union, and in which the pre- 
payment of a poll-tax of $2 is essential to the exercise of suffrage, forty- 
two per cent of all legal voters in the year 1869, under one of the most 
stringent and inquisitorial systems of local taxation -that has ever 
existed, were assessed for a " poll-tax " only.* In tne city of Boston 
(state of Massachusetts), with a population in 1870 of 250,700, the 
number of polls — males of twenty years and upwards — assessed in 
1869 was 54,242, of whom 43,587 were legal voters. But of the whole 
number of legal voters, 28,410 were subjected to a poll-tax only, leaving 
out of the whole number of voters, and inferentia/fy out of nearly the 
whole number of polls, but 15,177 who were in possession of sufficient 
property to be liable to a property-tax. 

* The poll-tax in Massachusetts is /evied upon all male residents, twenty years 
old and upwards, whether natives or foreigners. It should also be stated that the 
laws of Massachusetts exempt incomes to the extent of one thousand dollars ; also 
the tools and implements of mechanics to the sxtent of three hundred dollars 
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In the city ot New York, with a population in 1870 of 927,000, and 
where poll-taxes are not assessed, the whole number of persons assessed 
for the ownership of property is not over 20,000, or about two per cent 
of the whole population of the city — a fact curiously illustrative of the 
principle of the rapid diffusion of taxes among the masses ; for if this 
was not the case, the 900,000 inhabitants who pay no direct taxes, 
could experience no personal detriment from the existence of municipal 
corruption, and its waste of public money; but on the other hand, 
would rather find it to their interest to keep up the taxes for defraying 
generous public expenditures upon the original 20,000 property owners, 
of whom the officials only take cognizance.* 

But any review of the experience derived from the workings of the 
recent internal revenue system of the United States would be incom- 
plete which failed to call attention to the additional testimony which 
such experience has given in support of a before well-recognized prin- 
ciple of political economy, but one which empirical financiers and 
dogmatic framers of tax systems have ever been slow to recognize, 
namely, that the largest taxes are not the most productive of revenue, 
and that the surest way to increase revenue is not unfrequently to 
diminish taxation. Thus, from the very outset, in 1866, when reduc- 
tions of the internal revenue taxes of the United States were com- 
menced, the reductions in every instance, were opposed in whole or part 
by leading members of congress, on the ground that the abatements 
proposed were inopportune and not justified by the condition of the 
finances ; and yet, in every instance, experience proved that the 
reductions, through the increased stimulus given to industry and the 
removal of incentives to frauds and evasions, were much less than had 
been anticipated, and in some cases were actually the occasion of a 
large absolute increase of revenue. 

Speaking specifically, the internal taxes abated or repealed during 
the years 1866 to 1870 inclusive had been productive of annual revenue 
to the extent of over $250,000,000; but the actual falling off in the 
receipts of revenue during the year ending June 30, 1871, as compared 
"with the receipts of 1866, was not in excess of $130,000,000, although 
the business of the country, owing to partial failures of the crops, to 
falling markets, consequent upon the constant shrinkage of war prices, 
and the strikes of manufacturing operatives, was generally regarded as 
unsatisfactory and unprofitable. Again, the revenue obtained from 
cigars in 1866, at a uniform tax of $10 per thousand, was $3,476,000; 
in 1867, with a reduction of the tax to an average of $6.66 per thousand, 

* The laws of New York exempt from taxation household furniture, professional 
books, tools and implements, to tne value of two hundred and fifty dollars ; also the 
land and buildings occupied and held as a homestead by a family to the value of 
one thousand dollars ; also one cow, two swine, sheep to the number of ten, and 
certain other minor exemptions. 
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the revenue increased to $3,661,000; while in 1869, with a uniform tax 
of $5 per thousand, the revenue was (4,960,000 ; and in 1870 $5,718,000; 
thus showing an increase of revenue from one article in 1870, at half the 
rate of taxation, over 1866, of $2,242,000. 

With a tax on chewing tobacco in 1866-68 of 40 cents per pound, 
and on smoking of 35 cents per pound, the revenue varied from 
$13,000,000 to $16,000,000 ; with the same tax reduced to 32 cents and 
16 cents respectively, the revenue increased to $17,000,000 in 1 869, 
$24,000,000 in 1870, and $25,000,000 in 1871. 

But the most remarkable experience attending a reduction of taxes 
was afforded in the case of distilled spirits ; and by reason of its import- 
ance, and the many curious incidents connected therewith, it is worthy 
of a somewhat extended notice. 

Previous to the war the manufacture of spirits was free from all 
specific taxation or supervision by either the national or state govern- 
ments ; and being produced mainly from Indian corn, at places adjacent 
to the localities where this cereal was cultivated, was afforded at a very 
low price — the average market price in New York for the five years 
preceding the year 1 862 having been 24 cents per proof gallon ; with a 
minimum price during the same time of 14 cents per gallon. The 
price of alcohol during the same period ranged from 45 to 65 cents per 
gallon. Under such circumstances the consumption of spirits, for a 
great variety of purposes, in the United States previous to the war had 
become enormous ; the estimated product for the year i860 having 
been in excess of 90,000,000 of gallons ; while the maximum quantity 
exported in any one year was not in excess of 3,000,000 of gallons. 
One of the purposes for which this product of spirits was extensively 
used at this time, which was previous to the discovery and use of 
petroleum, was the manufacture of "burning fluid" — an illuminating 
agent composed of one part of rectified spirits of turpentine, mixed 
with from four to five parts of alcohol ; and so extensive was the manu- 
facture and consumption of this article, that it was stated on the floor 
of congress in 1864, that in the city of Cincinnati alone the amount of 
alcohol required every twenty-four hours for this industry was equi- 
valent to the distillate of 12,000 bushels of corn. The excessive cheap- 
ness of alcohol also led to most extensive use of it for fuel in domestic 
culinary operations, for bathing and cleaning, for the manufacture of 
varnishes and patent medicines, and for a great variety of other pur- 
poses. It is also to be noted that nearly all preparations and washes 
for the hair, which at that time in other countries — as now universally — 
were prepared almost exclusively on a basis of fats and oils, were in 
the United States then composed almost wholly on a basis of alcohol ; 
the comparative difference in the price of this article in the United 
States and Europe giving an entirely different composition to products 
of large consumption intended to effect a common object. 
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The immediate effect of the imposition and continued increase oi 
internal taxes upon distilled spirits was to revolutionize all these 
branches of industry, and in some instances to utterly destroy them. 
The manufacture of burning fluid as an illuminating agent entirely 
ceased ; the necessity of its employment being at the same time most 
fortunately supplemented by the discovery of vast natural supplies of 
petroleum, and by the use of its derivatives. And as illustrative of the 
compensations which invariably attend the losses immediately contin- 
gent upon industrial progress, through disuse of old methods and 
machinery, it may be stated that although the business of the manu- 
facture of burning fluid ceased, the business of collecting, preparing, 
and exporting petroleum rapidly became one of the most important in 
the country ; while the demand at home and abroad for glass lamps and 
their appurtenances, adapted to the use of the distillates of petroleum, 
was alone sufficient to employ the entire manufacturing capacity of the 
glass-works of the United States for a period of two years. 

Druggists and pharmaceutists in the United States estimated the 
reduction in the use of alcohol in their general business, consequent 
upon its increased cost from taxation, at from one-third to one-half. 
Manufacturers of patent medicines and cosmetics abandoned their old 
styles of preparation and adopted new. Varnish-makers reported to 
the revenue commission a reduction in the use of spirits in their busi- 
ness to the extent of eighty per cent ; while a manufacture of horse 
medicines, using formerly 50,000 proof gallons per annum, testified 
that his business was in the main destroyed. The same result also 
happened to a firm engaged in the manufacture of a substitute for 
whalebone, which previous to the tax on spirits was coming into exten- 
sive use ; and as further showing how curiously other and apparently 
remote industries were affected by this tax, a large business of export- 
ing cider to the Pacific, which for transportation through the tropics 
required to be fortified with alcohol, was seriously curtailed ; while the 
increased price of vinegar, before manufactured largely from whisky, 
so far affected the cost of the manufacture of pickles and white lead as 
to greatly diminish domestic consumption and almost entirely prevent 
exports. 

The first tax imposed on distilled spirits, of a domestic production, 
was, as already stated, 20 cents per proof gallon. This tax yielded for 
the year ending June 30, 1863,. a revenue of $3,229,911, indicating a 
production of 16,149,955 proof gallons. The tax of 20 cents continued 
in force until March, 1864, when the rate was advanced to 60 cents per 
gallon. The revenue derived from distilled spirits for the fiscal yeari 
ending June 30, 1864, under the two rates as above indicated, was 
$28,431,000. On the 10th of July, 1864, the tax was further advanced 
to $1.50 per proof gallon, and on the 1st of January succeeding to $2. 
The revenue derived from this source, for the fiscal year ending June 
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30, 1868, from the two rates, was $15,007,000 ; and for the succeeding 
fiscal years 1866 and 1867, under the uniform tax of $2, was respectively 
$29,481,000 and $29,164,000. 

With the advent of high taxes upon this article, however, the initia- 
tion and practice of frauds upon the revenue commenced upon a most 
gigantic scale, and soon became so successful and so reduced to a 
system that in 1868, it seemed as if the whole country and the govern- 
ment itself were becoming corrupted and demoralized. 

In the outset, while the war and its varying fortunes were engrossing 
the attention of the government and the people, the efforts made to 
repress and punish frauds in this particular were absolutely of no 
account whatever ; and, indeed, it may be alleged with truth that the; 
whole spirit and working of the statute was in the direction of the 
encouragement and promotion of fraud— congress in the first instance, 
under the influence of speculators, having advanced the rate of taxation 
on two occasions, with ample premonition, and without making the 
advance applicable to stocks on hand manufactured in anticipation of 
the legislation in question ; and secondly, by so devising the law and 
providing for its execution as to make the detection and proof of fraud 
virtually impossible. Under this state of things there were repeated 
instances where distillers manufactured, conveyed to market, and fraud- 
ulently sold spirits in quantities varying from 20,000 to 80,000 gallons 
and upwards, without a suspicion on the part of the local officers that 
the business was not in all respects'conducted legally and honestly. It 
was also sworn to before the revenue commission in 1865-6 that the 
determination of the strength of the distilled spirits preparatory to 
assessment was often made by mere physical inspection or taste, and 
that the use of instruments (for which no uniform standard was 
provided) was discarded as something entirely unnecessary. It was also 
not unfrequently the case that trie barrels were inspected and branded 
some days in advance of their being filled, and the future regulation, the 
filling and removal, left entirely with the manufacturer. Distillers and 
their workmen were sometimes constituted inspectors of their own' 
products, and in one instance an assessor was known to have been 
appointed who did not possess sufficient intelligence to understand and 
correctly use either a gauging rod or a hydrometer. Thus it was at 
the commencement ; but subsequently, and after the close of the war, 
when the administration of the laws became more intelligent and 
vigorous, and some degree of concealment to the projectors of fraud - 
became necessary, the expedients successfully adopted for the evasion 
of the tax were in the highest degree characteristic of the ingenuity of 
the people. 

One of the most fertile of these expedients was made available 
through a provision of law which allowed spirits to be made and stored 
in bond, or exported in bond without prepayment of the taxes. Thus, 
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for example, spirits deposited in bond were, through the connivance and 
corruption of poorly-paid officials, secretly withdrawn from bond, the 
barrels filled with water, or some cheap compound, and subsequently 
exported. On receipt of the landing certificate, obtained through a 
consul of an inferior grade in some remote country, the bonds given by 
the manufacturer for the payment of the taxes were cancelled, and the 
profits divided among all concerned ; while the barrels and contents, 
being once placed beyond the jurisdiction of the United States, were 
left either in a foreign bonded warehouse, or on foreign wharves, to 
take care of themselves. And thus it was that from Turkish ports in 
the Levant, and from places in Southern Asia, Africa, and Central 
America there came, in due time and in succession, not a few official 
inquiries in respect to the disposition of American property for which 
there was no recognized owner. 

In one instance a considerable quantity of what purported to be 
spirits left a bonded warehouse for transportation in bond by a long, 
slow voyage down the Mississippi to New Orleans. On arrival at the 
port of destination the entire contents of the barrels were found to have 
-escaped, through shrinkage and imperfect construction of the packages ; 
and proof being submitted of the loss, the bonds given for delivery 
were cancelled. It is needless to say, that what left the warehouse was 
not the spirits for which the bonds were originally given, but a substi- 
tute of water flavored with spirit, and that the imperfect material and 
construction of the barrels was designed to effect the very object which 
was accomplished, namely, the accounting for the destruction of what 
was known to have been the product of the distillery. 

In short, such a tax, of about 800 per cent on the manufacturing cost 
of the article in question, the enormous profits consequent upon the 
•evasion of the law, and the abundant opportunity which the law itself, 
and the vast territorial area of the country offered for evasion, consti- 
tuted a temptation which it seems impossible for either manufacturers, 
dealers, or officials to resist ; and the longer the tax remained at a high 
figure the less became the revenue, and the greater the corruption. 

During the year 1867 the revenue directly collected from distilled 
spirits, as already stated, was about twenty-nine millions of dollars, 
but during the succeeding year, 1868, with no diminution, but rather an 
increase of the quantity manufactured and consumed, the total revenue 
from the same source was but little in excess of fourteen millions ; 
proof spirits, at the same time being openly sold in the market, and 
even quoted in price-currents, at from Jive to Jif teen cents less per gallon 
than the rate of tax and the average cost of manufacture. We have 
also in these figures the materials for approximately estimating the 
measure and strength of the temptation to evade the law, and the 
amount of profit that accrued in a single year from the results of such 
evasion ; for, as the consumption of distilled spirits for all purposes in 
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the country during the year 1868 was probably not less than sixty 
millions of gallons, and as out of this the government collected a tax 
upon only about seven millions of gallons, the sale of the difference, at 
the current market rates, $1.90, less the average cost of production, 
thirty cents must have returned to the credit of corruption, a sum 
approximating eighty millions of dollars. 

But notwithstanding the fact that the current price at which distilled 
spirits were sold in the markets was less than the amount of tax, was 
everywhere recognized, and commented on by the press ; and notwith- 
standing that the existence and extent of the frauds in the manufacture 
and sale of the spirits was for three years officially reported upon in 
detail by officers of the treasury, it was with great difficulty that con- 
gress could be induced to take any action, looking to remedies by the 
enactment of more perfect laws, providing for more efficient adminis- 
tration of the law, or for diminishing the temptation to fraud by reducing 
the tax ; and it was not until the revenue from this source bade fair to 
disappear altogether, and the popular manifestation of discontent 
became very apparent, that anything really was accomplished ; a report 
from the committee of ways and means to the house of representatives 
in favor of a new law and a reduction of the tax having been actually 
delayed a whole year by the appeal of a leading member from the state 
of New York for postponement, on the ground that it would be dero- 
gatory to the honor of a great nation, after having triumphed in the 
most gigantic of civil wars, to confess, by a reduction of the rates, its 
inability to control the production and sale of whisky. How expensive 
this speech and its resulting delay proved to the treasury is shown by 
the circumstance, that when the tax was reduced the next year from 
$2 to 60 cents per gallon, and the law in other respects modified, so as 
to prevent transportation in bond — holding every distillery liable to 
account, according to capacity, for each day's product, and forfeiting 
real estate as well as personal property connected with the performance 
of illegal acts — the revenue from all taxes, direct and indirect, (licenses, 
etc.) in the manufacture and sale of domestic spirits, increased the 
very first year to the extent of $27,000,000; or, from $18,000,000 in 
1868 to $45,000,000 in 1869, and $55,000,000 in the succeeding year, 
1870. 

Extension of the Protective System in the United 

States. 

As has been stated, the reduction of taxes following the termination 
of the war was mainly confined to those which had been imposed under 
the internal revenue system, leaving the taxes which had been imposed 
under the tariff, and in great part by reason of, and in consequence of 
the former, almost entirely unchanged ; nay, more, the disturbance of 
prices, and the cessation of demand for supplies on the part of the gov- 
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ernment for the army, were actually made the occasion for asking an 
advance of the tariff; and in the case of wool, and manufactures of 
wool, hair cloth, steel rails, cotton-thread and fabrics, linseed oil, flax, 
copper, nickel, telegraph wire, marble, and many other articles, the 
increase of rates sought for was wholly, or to a great extent, granted. 
The pressure and annoyance of the taxes levied directly under the 
internal revenue the people everywhere sensibly experienced ; but ot the 
effect of the indirect taxes they were, for the most part, not only 
unconscious, but in fact they had even come to regard the annually 
increasing aggregate of taxes under the customs with feelings akin to 
gratification, inasmuch as these latter, being paid in gold, were made 
specifically applicable to the payment of the interest and the liquidation 
of the principal of the public debt ; and, therefore, it was also, that this 
argument, brought forward in support of the abatement or repeal of 
internal taxes, was in popular estimation not regarded as equally 
applicable to the abatement or repeal of taxes levied under the tariff; 
while the leaders of the high protection party — who took advantage of 
these circumstances to retain duties on imports after the occasion or 
pretext that led originally to their imposition had been removed, and 
thus indirectly secured an advance of the tariff, which could never have 
been effected directly — resembled in their cunning trickery the showman 
and the learned elephant, which, among other feats of dexterity, had 
heen especially trained to pick up with the finger at the end of his trunk 
a coin and deposit it in a box suspended from a high pole or ceiling. A 
boy anxious to see the feat performed, presented himself with a shilling, 
which the elephant disposed of as represented ; but when the feeling of 
wonder at the intelligence and obedience of the animal had passed 
away, and the boy, desirous of recovering his money, petitioned the 
showman to cause the elephant to take the coin out of the box, and 
return it, he was met with the reply, that although he (the showman) 
would be pleased to do so, the thing asked for was impossible, for that 
was a feat which they had never been able to teach the elephant to 
accomplish. Under the conditions indicated, therefore, opportunity to 
test the protective system on a vast scale, and under the most favorable 
circumstances, has been afforded ; and the result has proved, not only 
to the interests of the nation at large, but in a great degree to the pro- 
tected interests, most disastrous ; so much so, indeed, that no higher 
testimony of the great natural resources of the country, and the 
indomitable energy of its people could be presented, than the fact that 
they have for the last six years been enabled to endure such a system, 
and still maintain an existence. It is obviously impossible, within the 
limits of a single essay to even attempt to put on record a complete 
statement of the evidence confirmatory of the above assertion ; but, as 
indicative of the nature of the nroof available, a few points will be here 
submitted. 
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In the first place, the whole protective system, as carried out in the 
United States, rests upon a basis that is in itself a libel and an offence 
against freedom and civilization, and at war with the best interests of 
humanity ; inasmuch as it assumes that a body of men, mostly lawyers, 
and selected for office without any reference whatever to their knowl- 
edge of finance, commerce, manufactures, or the laws of* trade, car* 
come together in an assembly called " congress," and decide what the 
people shall produce a great deal better than the people themselves, 
and then attempt to carry out this assumption through the instrumen- 
tality of taxations ; which, turn it and twist it as we may, it always in 
the first instance private deprivation ; and taxation, too, not in order 
to produce revenue to defray the expenditure of the state, but solely 
and exclusively for the benefit of certain individuals or classes. 

Again, it is certain that the highest right of property is to exchange 
it unobstructively for other property. Any system of law, therefore, 
which either by direct ordinance or by discriminating taxation declares 
that A shall trade with B, but shall not trade with C, can hardly be 
distinguished from slavery upon any principle, for both systems tend to 
deprive the individual of a portion of the fruits of his labor without 
compensation — slavery taking from the laborer all the results of his 
labor, over and above his food and clothing, for the benefit of one 
master, while the protective system takes away by taxation a portion of 
the earnings of labor for the benefit of certain privileged classes. It is 
true that the discriminating system of taxation termed " protective," 
lucus a non lucendo, promises an individual compensation for the depri- 
vation somewhere in the future — the same as slavery promised the negro 
compensation in the " world to come." But, of the two, the latter 
was most sure of fulfilment, for it is evident that the former is deprivation 
and diminution of abundance ; and out of nothing, nothing comes ! 

In short, the whole animus of our modern civilization is to obtain 
more with less ; to get a larger product with a smaller effort ; to secure 
equal results with less labor. But the protective system in the United 
States, whatever it may be elsewhere, has sought to promote industry* 
at the expense of the products of industry ; and practically puts forth 
the theory that the less a nation has to pay for the products of other 
countries which it desires and will use, the worse it is off; and that 
therefore if a nation could obtain its foreign food absolutely for nothing, 
it would certainly be ruined. 

Looking at the situation from a point of view even more practical, we 
encounter first the stupendous fact that in the United States at the 
present time, under the joint influence of protective duties and a debased 
currency, the tools and instruments made use of by the people in the 
work of production — meaning thereby their machines for spinning and 
weaving, rolling and hammering, pumping and blowing, drilling and 
planing — their iron, their steel, their railroad-bars, their locomotives. 
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their ships and their steamers, cost more than in any other civilized 
nation ; and as whatever increases the cost of tools and machinery 
increases the cost of all that the tools and machinery make, there 
results the heaviest tax upon the industry and development of the 
country which the mind of man could ever conceive and make opera- 
tive. It is also obvious that this species of taxation falls heaviest upon 
that class of the* population (the laborers) which is least able to sustain 
it ; for all that is added to the cost of the tools and instrumentalities of 
production diminishes the proportion of the thing produced which can 
be appropriated in the shape of wages to the payment of labor ; and 
hence^it is that at the present time, although wages are nominally high, 
and the material resources of the country are wholly unimpaired, labor 
in the United States is probably more dissatisfied and uneasy than at 
any former period ; and strikes, trade-unions, and organizations to 
increase wages and limit the hours of labor are daily becoming more 
frequent and formidable, 

A recent investigation, made in one of the large manufacturing cities 
of the Atlantic States, of the comparative prices of labor, rents, and 
commodities in i860 and 1871, afforded the following results: 

Wages. — The lowest class of unskilled labor which in i860 earned 
one dollar (gold) per day, or six dollars per week, received, in July, 
1 87 1, ten dollars currency per week, or, in gold at 112 (the average 
market price), $8.80 ; showing an increase on a gold basis in eleven 
years of 46 ft per cent. Labor earning two dollars (gold) per day, or 
twelve dollars (gold) per week, in i860, received, in 1881, twenty dollars 
currency, or seventeen dollars (gold) for the same service ; showing an 
increase in eleven years of 46 ft per cent. 

Rents. — Four and five rooms, renting, in i860, for from $6 to $io 
per month, rent, in 1871, for from $15 to $20 currency ; or from $13.20 
to $17.60 per month gold. Houses of six and eight rooms, renting, in 
i860, for from $12 to $16 per month (gold), rent, in 1871, at from $20 
to $27 currency, or from $17.60 to $21.12 gold per month ; thus show- 
ing an increase in eleven years of from 40 to 120 per cent on a gold 
basis. 

The following table shows the comparative prices of some of the 
leading articles of family consumption in the locality referred to in i860 
and 1 87 1 respectively: 

i860.— Gold. 1871.— Currency. 

Flour, best quality $6.50 per barrel. $9-5° per barrel. 

Butter o 22 per lb. 0.35 to $0.41 per lb. 

Meat — Beef 0.12 " 0.20" 0.25 " 

" Mu ton 0.08 " 0.17" 0.20 y 

" Pork 0.09 " 0.17" 0.20 •• 

Potatoes, 60 cents to 0.90 per bushel. 1.25 " 1.50 per bushel. 

Coffee 0.15 per lb. 0.25 •* 030 per lb. 

Tea 0.75 '• 1. 00 " 1.25 «• 

Sugar 0.08 " o.n " 0.14 

A comparison, carried out in detail, of the weekly expenditure for 
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dependent upon him, and receiving $12 a week (gold) wages in i860, 
and $20 currency per week in 1871 for similar service, shows that the 
purchasing power of the $12 in i860 was worth about two per cent 
more than the $20 paid in 1871 ; thus proving that the increase of 
wages paid in currency for labor in 1871, as compared witfr the wages 
paid in gold in i860, had, through the corresponding increased price of 
rents and commodities, been productive of no benefit whatever to the 
laborer. 

As might naturally have been expected from the greatly increased 
cost of production recently experienced in the United States, the 
country has become one of the best of markets for foreign produce to 
sell in, but one of the very poorest to buy from ; and, as a consequence, 
imports of late years have tended to increase without a corresponding 
increase of ordinary domestic products. Thus, in i860 the imports 
(excluding corn and bullion) were $353,616,000 (total $373,100,000), or 
at the rate of $11.22 per capita of the whole population; and the 
exports and re-exports (excluding corn and bullion), $317,557,000, or at 
the rate of $10.08 per capita. In 1871, however, the imports 
(exclusive of corn and bullion) were $519,593,000, or $13.68/^ capita, 
and the exports and re-exports (gold valuation, and excluding corn and 
bullion,) $442,960,000, or $11.97/^ capita. 

Again, during the years 1856-57-58 the average annual value of all 
the products exported from the United States was $314,000,000; of 
which the products classed as domestic manufactures (exclusive of all 
products of agriculture, the sea, and the forest) constituted about 10 
per cent (9.9). In 1870-71 the total export of domestic commodities 
was returned at $562,518,000 (currency valuation), and as made up 
of the following articles: Breadstuffs, $79,379,000; raw cotton, 
$219,327,000 ; furs and fur skins, $1,590,000; naval stores, $1,694,000 ; 
oil cake, $4,160,000; petroleum and other oils, $37,600,000; bacon and 
hams, $8,126,000; cheese, $8,752,000; lard, $10,563,000; pork, 
$4,302,000; beef, $3,825,000; leaf tobacco, $19,908,000; lumber, 
$1 1,918,000 ; tallow, $3,025,000 ; quicksilver, $732,000 ; seeds, $2,330,000 ; 
fish, $1,297,000; other raw materials — coal, ashes, ice, fruits, etc. — 
$7,735,ooo ; total, $434,363,000. If to this we add the domestic corn 
and bullion exported $84,505,000) and an exceptional export of munitions 
of war $9,000,000), due to the temporary inability of the French 
authorities to readily purchase elsewhere, the total becomes $528,868,000, 
leaving the comparatively small sum. of $33,450,000 to represent the 
exported surplus product of all the mechanical and skilled industries 
of the country. The manufacture of metals, of textiles, of glass and 
earthenware, books, paper, drugs and chemicals, fancy articles and 
"Yankee notions," leather, hats, boots, and shoes, india-rubber goods, 
ships, agricultural implements, sewing machines, and machinery of 
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all kinds, soap, candles, salt, sugar, confectionery, distilled spirits, 
wearing apparel, carriages, railroad equipments, and the like — a sum 
absolutely less than is at present annually paid by the three leading 
railway corporations of the country for equipment and running expenses; 
and constituting but 5.9 per cent (currency valuation) of the whole 
value annually exported as compared with a proportion of 9.9 per cent 
(gold) of similar products annually exported fourteen years previously, 
when the population of the country was smaller by at least ten 
millions. 

Contrasting also the decade from 1850 to i860 (the period of low 
duties) with the decade from i860 to 1870 (the period of high duties) 
we obtain furthermore the following suggestive figures : 

For the ten years ending June 30, i860, the net imports of mer- 
chandise and specie (the re-export of foreign merchandise and specie 
not included) amounted to $2,694,000,000 ; while the exports of domestic 
produce and specie aggregated in the same time $2,754,000,000, or 
$60,200,000 in excess of net imports. The increase of imports during 
this period was from $194,000,000 in 1851 to $335,000,000 in i860 ; and 
of exports from $196,000,000 in 1851 to $373,000,000 in i860.* 

For the four years ending June 30, 1865, the domestic exports of the 
United States averaged $30,000,000 below the imports ; the average 
imports for this period having been $253,000,000, and the average 
exports $223,000,000. 

During the year first succeeding the termination of the war the net 
imports increased from $216,000,000 to $430,000,000, or nearly double ; 
while the domestic exports rose from $198,000,000 to $417,000,000, an 
increase of 117 per cent. This large advance was, however, excep- 
tional, and due to the reaction consequent upon the termination of 
hostilities, as is shown by the fact that neither the exports nor the 
imports attained so high a figure again until four years subsequent, or 
1870. For the ten years ending June 30, 1870, the total net imports of 
the United States reached $3,363,000,000, or $668,000,000 above the 
aggregate of the previous decade, showing an average annual increase 
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In detail, the exports in each year from 1851 to i860 inclusive, were as follows: 

Imports : , less Domestic 

re-exports. exports. 

1851 $194,500,000 $196,600,000 

1852 195,600,000 193,300,000 

l8 53 250,400,000 213,400,000 

1854 280,800,000 253,300,000 

l8 55 233,000,000 246,700,000 

1856 298,200,000 310,500,000 

l8 57 336,900,000 338,900,000 

1858 251,700,000 293,700,000 

l8 59.. 317,800,000 335,800,000 

lfi 6o 335,200,000 373,100,000 

Total, 10 years $2,694,100,000 $2,754,300,000 

Excess of exports ' 60,200,000 
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on the previous ten years of $66,800,000. On the other hand, the 
domestic exports aggregated $3,1 17,000,000, or $363,000,000 more than 
for the decade preceding the war, an average increase of $36,300,000 
per annum.* 

In these figures, therefore, we have the most conclusive evidence that 
the change in American industry in consequence of the war and its 
accompanying legislation has been in the direction of an impairment 
rather than increase of ability to compete successfully with foreign 
nations ; the exports during the decade preceding the war rising from 
$196,000,000 the first year to $373,000,000 the last, an increase of 
$177,000,000; while for the ten years included from 1861 to 1870 the 
increase was only $38,000,000. 

The same result is exhibited even more clearly by contrasting specifi- 
cally the trade between the United States and certain other countries, 
as it existed before the war and during the year 1869-70. 

Great Britain. 

i860. 1869. 

Exports, domestic produce $106,260,000 £old. $163,195,000 currency. 

Imports 138,596,000 «• 201,799,000 gold. 

Spanish West Indies. 

i860. 1869. , 

Exports, domestic produce $i3.>J3.ooo gold $15,479,000 currency. 

Imports 41,450,000 " 69,903,000 gold. 

Sweden and Swedish West Indies. 

186a 1869. 

Exports, domestic produce $1,513,876 gold $166,974 currency. 

Imports 532.9 8 4 " 1,103,611 gold. 

Mexico. 

i860. 1869. 

Exports, domestic produce $3.33 8 .739 gold $3,836,000 currency 

Imports 6,935,872 " 7.232.000 gold. 

Sandwich Islands. 

i860. 1869. 

Exports, domestic produce $637,489 gold $700,962 currency. 

Imports 307.859 " 1,298,085 gold. 

* The detail of the imports and exports of the United States for each year from 
1861 to 1870 inclusive — specie included, and the exports being reduced to gold 
values — is as follows : 

Imports, less Domestic 

re-exports. exports. 

1861 .. $332,000,000 $382,800,000 

1862 261,300,000 213,200,000 

1863 226,800,000 240,400,000 

1864 309,300,000 241,900,000 

1865 216,400,000 196,200,000 

1866 430,700,000 417,100,000 

1867 391,100,000 334.300,000 

1868 351,200,000 352,700,000 

1869 412,200,000 318,000,000 

187° 431,900,000 420,500,000 

Total $3,362,900,000 $3,117,100,000 

Excess ot imports 245,800,000 
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Canada. 

i860. 1870. 

Exports, domestic produce $18,667,000 gold $171765,000 gold. 

Imports 23,851,000 " 39,507,842 •' 

In respect to the remarkable change in the trade between the United 
States and Canada shown in this table, Mr. J. N. Lamed, in a " Report 
on the State of Trade between the United States and the British posses- 
sions in North America," made to the secretary of the treasury, 
February, 1871, says: 

" Down to the close of 1862, when the derangement of the currency and the inflation 
of prices, and the disturbance of industries, produced by the war, began to work their 
effects, we had been selling the provinces largely in excess of what we bought from them. 
The aggregate of their imports from us during the nine years, ending with 1862 — eight of 
which were the years of the reciprocity treaty — was $172,641,372. The aggregate of 
our imports from them in the same period was $133,230,000. The balance of trade in 
our favor was $39,410,899 ; but in 1863 the balance shifted to the other side, and ever 
since the preponderance against us has steadily and rapidly increased, until now we are 
exchanging commodities for little more than one-half that we buy from the British pro- 
vinces. Indeed, the exchange of our own productions covers less than one-half of the 
amount that we are importing from the provinces . 

" Comments upon the unsatisfactoriness of the state of trade seems to be quite unneces- 
sary. The adverse balance is vastly too great to be analyzed into commercial % profits, ' as 
an apparently adverse balance of trade often- is; and, moreover, the mode in which it is 
here arrived at, by comparison of the import entries in each country from the other \ 
excludes almost all the elements of such analysis. ' ' 

But the most terrible blow which the events* of the last ten years in 
the United States have inflicted upon any interests have fallen upon the 
business of ship-building and the American commercial marine — both 
foreign and domestic. In proof of this, the following comparison of 
the official returns for the years i860 and 1870 is submitted ; attention 
being at the same time called to the circumstances that during the 
period under consideration the population of the United States has 
increased at least twenty-three per cent : 

Total registered and licensed tonnage : 

1860-61 5.539.813 

1869-70 4,246,507 

Tonnage employed in the coasting trade, which by law is protected from all 
foreign competition : 

1860-61 2,657,292 

1869-70 2,595.328 

Tonnage employed in the cod-fishery : 

1860-61 127,310 

1869-70 82,612 

Again, it appears from statistics as published during the present year 
(1 871) by the treasury department, that prior to 1862 the tonnage of 
American vessels entered at the ports of the British empire was double 
the tonnage of British vessels entered at ports of the United States ; 
but that since 1868 the tonnage of British vessels entered at ports ot 



44 

the United States has been double the tonnage of American vessels 
entered at ports of the British empire. 

In i860 the number of entries in the trade between the United States 
and Brazil comprised 345 American and 118 foreign vessels ; in 1869 
this proportion had changed to 114 American and 359 foreign. In 
i860 there were 68 entries of American vessels in the trade between 
the United States and the Argentine Republic, and 8 foreign ; in 1869 
the proportion was 39 American and 33 foreign. In the direct trade 
with Great Britain, the entries for i860 were 924 American and 613 
foreign ; in 1869 the figures were 365 American and 1,391 foreign. 

And it is furthermore a matter of not a little significance that while 
for the calendar year 1869 about 73 per cent of all that came in and 
went out of the country was carried in foreign vessels, or vehicles, for 
the calendar year 1870, the proportion thus carried had increased to 
over 79 per cent. In all history it would be difficult to find a record 
where any nation has experienced in so short a time commercial 
changes of the magnitude indicated, and yet continued to exist with 
any degree of national strength and prosperity. 

It thus admits of demonstration that the highly protective policy 
which has characterized the fiscal legislation of the United States since 
i860, conjoined with the use of an .irredeemable and fluctuating paper 
currency, has been productive of effects directly opposite and antagon- 
istic to what its authors prophesied and anticipated; and that the 
country thereby, so far* from having been made commercially and 
industrially independent, has been really rendered more dependent than 
at any former period — the flag of its commercial marine having been 
almost swept from the ocean ; the power to sell in foreign markets the 
products of its manufacturing industries having greatly diminished ; 
while the importation of the products of foreign competitive industries 
has continually and most remarkably augmented. 

Furthermore, the export outlet for the surplus products of the 
so-called manufacturing industries having been obstructed or " dammed 
up," as it were, by the high cost of domestic production, the growth 
of these same industries, which it is conceived to be the object of pro- 
tection especially to extend and foster, has been in fact retarded and 
limited to the increased consumption consequent upon the increase of 
population, now about one million per annum. But in every progressive 
civilized country — and especially in the United States, where brain and 
fingers are unusually active — the power of what may be termed manu- 
facturing production, through the continued invention and use of labor- 
saving machinery and processes, always increases in a far greater ratio 
than population ; and in consequence of this, the production of many 
articles in the United States during the last five years has continually 
tended to gain upon consumption ; and the surplus thus occasioned, not 
being allowed to flow out, at the ordinary range of prices, through the 
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channels of export, has from time to time rolled back upon the domestic 
markets, depressing prices and paralyzing industry, until consumption 
once more became equal to or in excess of production. And hence the 
curious social phenomenon often witnessed of late in the United States 
of the representatives of nearly all the great leading branches of manu- 
facturing industry — the manufacturers of cotton, of wool, of boots and 
of shoes, of coal, of salt, of iron, of lumber, and of paper — coming 
together in conventions and resolving that each of these specialities 
was producing too much, and that it was therefore necessary to diminish 
the hours and the opportunities for labor — as if there could be any 
such thing as over-production as long as there are hungry to be fed, 
naked and cold to be clothed and sheltered ; or as if an abundance of 
the good things of this life could be ever, and under any circumstances* 
anything but benefit and blessing. 

In view of these conclusions it is not to be wondered that the export 
of American manufactured cottons, which in i860 approximated 
$11,000,000 (gold valuation), should have declined in 1870 to $3,527,000 
currency; and in 1871 to $2,501,000, or but little more than half the 
value of the oil-cake annually exported from the country. How full of 
meaning, moreover, is the following extract from the recent official 
report of Mr. Larned on the state of trade between the United States 
and the British possessions in North America ! Concluding a review 
of the commercial relations of the United States and Canada, he says : 
" The range of the Canadian market for American productions 
appears to be lamentably limited, and almost confined to the rawest 
products of agriculture, with hardly an appreciable opening for the 
benefit of our skilled labor in any department, and this, too, in the case 
of the nearest neighbors we have upon the globe** 

That the results thus described, moreover, are not due to any bur- 
dens necessarily entailed upon the nation by reason of the war, and 
that they are directly and immediately referable to high protective 
duties and an imperfect currency, is proved by the fact that the whole 
present annual charge for interest on the public debt is defrayed by the 
taxes imposed upon distilled spirits, fermented liquors, tobacco, banks 
and bankers, and from stamps ; not one of which necessarily falls upon 
labor, or increases the cost of manufacturing production in comparison 
with other nations. 

Neither can local taxation ,n general be assigned as an essential 
element in producing the results referred ; for, heavy as are these local 
taxes, their increase in consequence of the war has fallen mainly on the 
exchanging population of great towns and cities, rather than on the pro- 
ducing population of the towns and villages of the country ; an assertion 
that finds proof in the circumstance that while the per capita taxation 
of the entire state of New York is the largest of any state in the Union, 
except Massachusets, the per capita taxation of so much of her 
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population as lies outside of her seven largest cities, and represents 
three-fourths of the people of the state, runs down to a rate not much 
in excess of the average rate current before the breaking out of the 
war. 

We are accustomed, as we read of the sumptuary laws and arbitrary 
restrictions on commercial and personal freedom in years long past, to 
congratulate ourselves, as it Were involuntarily, that we live on a higher 
and different plane, and that among nations calling themselves civilized 
and enlightened, such things are no longer possible ; but if a fraction 
of the absurdities and iniquities which have characterized during the 
last eight years in the United Sfates the so-called " protective system " 
could be brought together and properly depicted, they would form a 
chapter rarely if ever equalled in the record of past experience. 

Thus, in respect to the laws of the United States controlling naviga- 
tion and ship-building : A foreigner desiring to carry on trade between 
the United States and some other country may buy such vessels as 
best suit his requirements, at the place where he can obtain them 
cheapest, and may then enjoy every privilege granted to American 
citizens, with the exception of the use and protection of the American 
flag (which he does not need) and the right to pay exorbitant taxes, 
national and local, on everything entering into the construction, repair, 
and management of his vessel, and on the other forms of working 
capital connected therewith. A citizen of the United States, on the 
other hand, who desires to use his own capital and his own ports, and 
employ the labor of his own countrymen in the same trade as the 
foreigner, is not allowed to do so as an American citizen unless he pur- 
chases or builds his own ships in his own country ; and as previous 
legislation, by discriminating taxes, has so enhanced the cost of labor 
and material as to render domestic construction unprofitable, the 
American, by the act of his own government, is thus virtually pro- 
hibited from engaging in any foreign commerce ; and the result, as we 
have before stated, is, that at present eighty per cent of all that comes 
in or goes out of the country by sea is transported in foreign bottoms. 

The following case, occurring during the past year, is a further illus- 
tration of the absurdity of the existing commercial regulations of the 
United States. A citizen of Baltimore purchased a foreign-built vessel, 
wrecked upon the American coast, and by spending a large sum upon 
her in re-construction and repairs, rendered her again seaworthy and 
navigable. He then, being naturally desirous of employing his capital 
in the most profitable manner, arranged for an outward cargo ; but 
when the uessel was ready for sailing, she was refused clearance papers 
by the collector of the port, on the ground that the vessel was of foreign 
construction, and that, therefore, the only use the American owner 
could make of what he had originally lawfully purchased under the 
laws of the United States, was to sell her to a foreigner. The decision 
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being referred to the Secretary of the Treasury, the latter functionary 
decided, that under existing laws for the "protection" of American 
shipwrights, the vessel might take an outward cargo from Baltimore to 
a foreign port, under the American flag, but that she would be obliged 
to return in ballast to the United States, or be subject, with her cargo, 
to forfeiture. 

Again, if a vessel becomes damaged upon her voyage, and is repaired 
in a foreign port — even only to an extent sufficient to enable her to 
return home in safety — her owner or master, on entering an American 
port, must make entry of such repairs at the custom house as an import, 
and pay a duty on the same equal to one-half of the cost of the foreign 
work or material ; and this law would even extend so far as to include 
boats that might be obtained at sea from a passing foreign vessel, in 
order to make certain the safety of the crew or passengers of the 
American vessel. 

Th*e following is another curious illustration of the working of the 
American protective system in respect to the shipping interest, derived 
from actual experience during the past season : The owner of a Dutch 
vessel entered at Boston, ignorant of the peculiar features of the tariff 
of the United States,, put on board, at the foreign port of clearance, a 
quantity of sheet copper, sufficient to sheath the bottom of the vessel, 
it being designed to have the work done in the United States upon her 
arrival, in order to save time, and put the vessel in good order for her 
return voyage. The agent, advised of this arrangement, referred the 
matter to the officials at the custom house for instructions, only to learn 
that the new sheathing metal could not be used in the United States, as 
proposed, without paying a duty of 45 per cent, while the copper taken 
off the ship's bottom must also pay a duty as old copper. The agent 
signified his willingness to pay the latter, and sell the old metal for 
what it would bring, but requested to be allowed to land the new copper 
for export, as it would be carried out by the same vessel that brought it 
in. He was informed, however, that the bond for exportation required 
for its cancellation a certificate of the landing of the bonded goods in 
the foreign port for which its export was declared, which could not be 
obtained if it was entered at the port of destination upon and not in 
the ship carrying it. The consequence was, that when the ship dis- 
charged at Boston, she sailed for Halifax, Nova Scotia, carrying her 
sheathing copper with her, and being there coppered by the shipwrights 
of the British provinces, returned in ballast to Boston for next cargo ; 
all this costly proceeding being cheaper than the payment of 45 per 
cent duty for the privilege of employing American workmen to take 
off the old sheathing and put on the new. 

The subject of copper sheathing having been thus alluded to, the 
influence of recent tariff legislation in the United States upon the price 
of copper, and manufactures of copper, may be appropriately related. 
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Upon the south side of Lake Superior, within the territory of the 
United States, there are vast deposits of copper of unparalleled rich- 
ness ; and in addition to these there are other extensive mines of copper 
in Tennessee, California, and other parts of the country. In 1869 * ne 
owners of the Lake Superior mines, finding the price of copper 
depressed, and without caring to inquire as to the cause, conceived the 
idea that an efficient remedv was available in an increase of the tariff. 
Congress, therefore, in February, 1869, in accordance with the request 
of the aforementioned parties, and with the declared purpose of pro- 
moting and protecting the copper industry of the United States, largely 
increased the duties on imported copper, copper ores, and upon all 
imported manufactures of copper. The immediate effect of the law 
was to prohibit the importation of the foreign ores of copper — mostly 
carbonates — into the United States, which, up to this time, had been 
used most profitably in connection with the smelting of American ores — 
namely silicates — and so close up and substantially destroy several 
great smelting establishments at different parts of the country, and 
still further diminish the trade of the United States with foreign nations. 
In framing the bill, furthermore, as the expression " all manufactures of 
which copper constitute a chief compound " was used without limita- 
tion, the duty was unintentionally greatly increased upon " bronze leaf " 
and " Dutch metal," to the great detriment of the manufacturers of 
paper-hangings, and upon " blue vitriol " (sulphate of copper), to the 
like detriment of dyers of textiles. But a further result, which was not 
looked for, occurred; for the advance in the tariff, instead of occa- 
sioning an advance in the price of ingot copper, was followed by a 
reduction — the price before the passage of the bill having been 26 and 
27 cents per pound, while immediately after it fell to 24 cents, and sub- 
sequently to 21 and 22 cents. In fact, the projectors and enactors of 
this increased tariff on copper had overlooked the point, that the United 
States, on the whole, was a copper exporting rather than a copper 
importing country, and that the attempt to regulate the domestic price 
of an article of which in its unmanufactured states the country was 
producing a surplus, was on its face an absurdity. But the copper 
consuming interest of the ountry was no less riven over to the control 
of the copper producers ; and what could not be effected directly by the 
tariff, was to a certain extent accomplished indirectly through its aid bp 
other methods. Thus, in May, 1870, the price of copper having fallen 
in the American market, by reason of over supply, to i$}4 to 19 cents 
per pound, the Lake Superior mining companies controlling the domestic 
market and supply, agreed to ship the existing market surplus, about 
3,000,000 pounds to Europe, and sell it there nt a loss of three cents per 
pound, in order that they might advance the price on the amount 
required to meet the necessities of the American consumer, about 
26,000,000 pounds per annum. And this having been done, the price 



49 

of ingot copper in the American market advanced from i8# to 19 cents 
per pound, in May and June, 1870, to 20 and 21 cents in August, and 
22 % cents in September and October ; the market at the same time, by 
reason of the tariff being so under the control of the American copper 
producers, that no importations by outside parties were possible. In 
this way the law was made the support of a speculative movement, 
which taxed the consumers of the country from $500,000 to $700,000. 

The current market prices of ingot copper in the United States and 
Europe being known, and also the annual consumption of ingot copper 
in the United States, it is easy to calculate the whole amount of tax 
. annually paid by the people of the latter country on this single article, 
in order to protect " home industry." Thus, for the year 1870, the cur- 
rent market prices of ingot copper in New York and London were 
approximately as follows : 

New York — Lake Superior ingot 22 # cents currency. 

London — Best selected, similar to the above 14 X cents gold. 

Annual consumption in the United States, 26,000,000 lbs. 

But the amount of taxation and resulting profits on copper in the 
United States does not stop here ; for this article is of no practical use 
until it is manufactured ; and the American manufacturers have a pro- 
tection on all their products of 45 per cent ad valorem, or from 9 to 10 
cents per pound additional to the protection of five cents on pig and 
ingot copper. The result is shown by the significant fact, that while in 
Great Britain " sheet copper " ranges from 2% to 3 cents in price above 
" pig," in the United States there is a difference of from 9 to i$}4 cents 
between the manufactured and unmanufactured article.* The whole 
tax, therefore, paid annually by the consumers of copper to the United 
States by reason of the tariff cannot be estimated at less than 
$4,500,000; while the revenues to the state, from the import of an 
article on which duties almost prohibitory are levied, are, of course, 
merely nominal. Thus, the whole amount received under the high 
war-rates existing previous to 1869 on copper in the form of ore, pigs, 
sheets, bars, rods, spikes, and yellow metal was $111,943; but under 

* The following table shows the comparative prices of ingot and manufactured 
copper in New York and London, in January, 1870 : 

New York'. London. 

Prices. ' Prices. 

Currency, Gold. 

Braziers' sheet copper, 16 oz. and over 32c. 15 # 

Do. do. do. 14 •• 35c. 16 

Do do. do. 12 " 35c. i6yi 

Do. do. do. 10 •■ 38c. 17 

Locomotive fire-box sheet 32c. i6j£ 

Copper bolts 32c. 15K 

Ships' sheathing copper 33c. 15^ 

Ships* yellow metal sneathing 22c. 13 

Lake Superior ingot copper 22 #c. — 

Best selected, similar to above — 14^ 

Vermont pig copper 21c. — 

Chili pig, similar to above. ••••••• ••••• 13H 
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the increased rates provided in 1869 the annual revenue from imports 
dwindled away to $30,683 — a smaller amount probably than the 
additional price which the government has had to pay for its own pur- 
chases and consumption of copper for military and naval purposes. 

Take another illustration of the magnitude and crippling effect of the 
present indirect taxation levied on the people of the United States 
through the tariff for the benefit of small class interests, and to the 
detriment alike both of the treasury and of the people. 

Formerly the tops or uppers of women's and children's shoes were 
made exclusively of leather — morocco or kid ; but it was discovered 
that certain peculiar fabrics of cloth, called " lasting " and "serge," 
made of the hairy wools (which are not produced to any extent in the 
United States), were much better adapted for the manufacture of. this 
variety of shoes than leather. The substitute became exceedingly 
popular in the United States ; and the shoes thus made being lighter, 
cheaper, more elastic, and equally durable, were universally adopted. 
Being, moreover, particularly adapted to warm latitudes, a very large 
export trade in these shoes sprung up between the United States, 
South America, and the West Indies. But in an evil day a few men in 
one of the New England states conceived the idea that they could 
make a little money out of the business of manufacturing lasting and 
serge, and in order to help them, congress put on a duty sufficient to 
raise the price of all the lasting and serge used in the country to the 
extent of over $1,000,000, and thereby increased to the same extent the . 
price of all the women's and children's shoes, into which lasting and 
serge enter as constituents ; or in other words, in order to protect 
Americans, the national government has become a de facto j>artner in 
two factories in New England, runs them at an expense to the nation 
of from $1,000,000 to $1,500,000 per annum, or about the amount 
required to defray the expenses of the whole foreign intercourse of the 
country, and taxes to an equivalent amount the shoes of the women and 
children of the country. The shoes, furthermore, not being manu- 
factured and sold as cheaply as formerly, the export trade has become 
practically extinguished. 

. But there is another incident connected with this tax that deserves to 
be handed down to history* Bastiat, in one of his works, gives a peti- 
tion from the manufactures of candles, gas, oil, lamps, etc., requesting 
the legislature to direct the shutting up of all doors and windows, in 
order that the light of the sun may not penetrate to the interior of 
shops and houses, to the prejudice of the several manufacturers above 
indicated. No one, of course, in reading this petition would at first 
imagine that it is anything more than an extravagant burlesque ; or, if 
he recollects that in olden time, when it was first proposed to use 
mineral coal in England, the leather manufacturers petitioned parlia- 
ment against it, on the ground that if coal was used there would be 
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fewer trees grown and felled, and, therefore, a smaller supply of bark 
for tanning; he, nevertheless, congratulates himself that things are 
looked at nowadays more sensibly. But it was reserved for our day and 
generation to have Bastiat's petition re-written in earnest, and the 
views of the English tanners in respect to the use of coal some 
hundreds of years ago again offered as the basis of legislation to a 
state Calling itself civilized. Thus, when in 1870, the commissioners of 
the revenue by reason of the views above expressed, recommended to 
congress the removal of the duties imposed upon the importation of 
lasting and serge, the Morocco Manufacturers' association of the United 
States addressed by their secretary the following letter to a member of 
congress by the name of Kelley, which letter Mr. Kelley had the 
imprudence to publish : 

" To the Hon. W. D. Kelley, M. C. 

"Dear Sir, — I enclose you herewith a remonstrance signed by the morocco 
manufacturers against the removal of the duty on serge goods, as recommended by 
Commissioner Wells. It is only necessary for me to call your attention to the fact 
that serges are now selling at $1.20 per yard, that six and three-quarters feet of 
morocco is considered equal to one yard of serge, and that the morocco which 
would be used to compete with it we cannot afford to sell for less than twenty-six 
cents per foot ; so that with the present duty $1.20 of serge will go as far as $1.75 
of morocco. 

" The ' Morocco Manufacturers' Exchange' have read your review of Com- 
missioner Wells's report with the greatest pleasure, and in connection with the 
noble stand taken by you in favor of ' protection to American industry,' have con- 
sidered that it was but necessary to lay this matter before you to secure your 
interest, and thus prevent the consummation of this great outrage upon one of the 
largest branches of American industry. 

• " Truly yours, 

"Edwd. S. Deerman, 

" Secretary Morocco Manufacturers' Exchange. 

" Philadelphia, Jan. 20, 1870." 

Now the striking fact admitted in this letter is, that $1.20 of serge 
will go as far in making shoes as $1.75 of morocco ; and although 
the shoe manufacturers, annd the women and children of the United 
States, prefer serge to morocco, as making a more graceful, healthy, 
light, and withal much cheaper shoe, congress is called upon to inter- 
vene, and make the country use what it does not want, at an expense of 
$1.75 for what $1.20 would do better; or, in other words, the sunlight 
is to be shut out, that lamps and candles may find a better market, and 
the people be made to pay for what is entirely useless.* 

* As illustrating the readiness with which a mind capable of originating and 
defending absurdities like the above in respect to protection adopts with equal 
readiness like absurdities in respect to currency, and, indeed, all other economical 
subjects, it may be mentioned that the same legislator, Mr. Kelley, who pub- 
lished the above referred-to letter, in a speech about the same time on the floor of 
congress, seriously congratulated the country that the irredeemable fluctuating 
paper in use in the United States "was, beyond the sea and in foreign lands, 
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Of the manner in which the protective system as at present carried 
out in the United States eftects an absolute waste and destruction of 
capital and labor — the two things which, of all others, the country can 
least afford to spare — our space will allow of but a single illustration. 

The United States is singularly rich in facilities for the manufacture 
of salt. At Pomeroy, on the Ohio river, salt water of great strength 
and purity flows in abundance, and in such close proximity to thick 
seams of coal elevated high above the water level, that the fuel is 
supplied to the furnaces by wagons almost from surface excavations. 
The furnaces, furthermore, are so close to the river, that boats caa be 
loaded with the manufactured salt alongside the warehouses, and thus 
effect transportation to market at the minimum of expense. 

At Kanawha, Virginia, the same wells furnish not only brine of 
excellent quality, but also inflammable gas, which flows with such force 
and quantity as not only to lift the salt water into tanks at considerable 
elevation, but also to subsequently evaporate the brine by ignition under 
the furnaces without the necessity of resorting to any other fuel what- 
ever — thus producing salt at only a 'nominal cost, and giving to the 
manufacture at this point an advantage even over solar evaporation, 
inasmuch as all expense of pumping the salt water into the vats in the 
first instance is entirely obviated. 

At Syracuse, in the state of New York, where over 8,000,000 of 
bushels of salt are manufactured annually, the brine is pumped and 
delivered to the manufacturers by the state free of all expense, except a 
small toll of one cent per bushel of the resulting product. In Louisiana, 
in close proximity to the Mississippi, there is a large deposit of rock- 
salt. At Saginaw, on Lake Michigan, salt is evaporated by the com- 
bustion of the refuse of the mills engaged in the manufacture of 
lumber — the salt-works and the saw-mills being often run as one 
business. In the territory of Utah, on the line of the Pacific Railroad* 
rock-salt in great abundance is also reported ; and in the Gulf of Cali-r 
fornia, just north of the 26th parallel, there, is an island — Carmen's— 
within the territorial jurisdiction of Mexico, where salt can be obtained 
in inexhaustible quantities for the mere expense of shovelling up and 
loading upon vessels ; the locality being so easy of access from San 

fortunately not money ; and, furthermore, attributed the progress and development 
of the country to the circumstance that the same money was non exportable." The 
off-hand reply at once made to this absurd declaration by Mr. Garfield, of Ohio, 
also deserves to be put on record for its piquancy and effectiveness. He said : *• It 
is reported, Mr. Speaker, of an Englishman who was wrecked upon a strange 
shore, that wandering along the coast he c ime to a gallons, with a victim hanging 
on it, and that he fell on his knees and thanked God that he at last beheld a sign of 
civilization; but this is the first time I ever heard a financial philosopher express 
his gratitude that we have a currency of such bad repute that other nations will not 
receive it. He is thankful that it is not exportable. We have a great many things 
in such a condition that they are not exportable — 'mouldy flour,' ' rustv wheat,* 
'rancid butter,' 'damaged cotton.' 'addled eggs.' and spoiled goods generally; 
but it never occurred to me to be thankful for the putrescence." 
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Francisco that it would seem to have been designed Dy Providence to 
be the great natural repository and source of supply for the whole 
Pacific coast of the United States. 

It seems clear, therefore, that if under such circumstances the 
domestic production of salt could not be made a reasonable success, 
the obstacles must be of a character superior to the influence of legis- 
lation to remedy ; and, in fact, before the war, when the duty on the 
import of foreign salt was nominal — t.% to 3 cents per bushel in bulk — 
the business was everywhere (when managed with ordinary skill and 
economy) reasonably profitable, and continually extending ; and after 
the war, when the cost of production had undoubtedly greatly increased, 
there was so little need of protection, that the export of American salt 
to the British provinces, in competition with free foreign salt, was in 
1868 in excess of 500,000 bushels. 

But in the general advance of the tariff consequent upon the break- 
ing out of the war salt participated, the duty being raised first to 12 
and 18 cents per 100 pounds, and subsequently to 18 and 24 cents per 
100; or to from 100 to 150 per cent ad valorem on the cost in foreign 
markets. And in conjunction with this great increase of duties, two 
other circumstances combined to still further favor the American pro- 
ducer ; the first of which was, that the celebrated salt-works of Kan- 
awha, Virginia, before described, were temporarily destroyed by the 
federal troops in order to prevent their working by the confederates J 
and, second, the blockade of the Mississippi, which prevented foreign 
salt from being distributed through that channel % to the western country. 

The price of salt, therefore, at the most critical period of the war, 
advanced with great rapidity ; the same article which sold in i860 for 
$1.50 per barrel selling subsequently as high as $5 per barrel, and 
increasing the profits of the producers to an almost unprecedented 
extent in the history of industrial transactions. In the case of one 
company located at Syracuse, New York, the record — too remarkable 
to be passed by unnoticed — is substantially as follows : The company 
was formed in i860, by leasing and consolidating all previously exist- 
ing interests, at a valuation of $3,200,000, or from 20 to 30 per cent 
above their true value, on which an annual interest of 12 per cent was 
guaranteed. The stockholders then contributed $160,000 as a working 
•capital. The first thing that was done by the new organization was to 
•discontinue and abandon a very considerable proportion of the leased 
property, but upon the accepted valuation of which they have neverthe- 
less continued to pay, from that time to this 12 per cent per annum, as 
per agreement, on $384,000. The first dividend was made in 1861 of 
7 per cent ; after that, the company paid in cash as many as six divi- 
dends in one year, one of which was I2# per cent. Subsequently a 
stock dividend was made of 100 per cent, increasing their working 
capital thereby to $320,000 ; and in 1870 a fresh stock dividend, which 
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increased the $320,000 to $1 ,200,000, with additional property, esti- 
mated at $600,000 ; on all of which regular dividends have been paid, 
without the assessment of the stockholders of a single dollar beyond 
the $160,000 first contributed. And it is also to be noticed, as showing 
how completely the fiscal legislation of the country has been given over 
to these and kindred monopolies, that at the very time when the large 
profits referred to were being accumulated and distributed, this same 
company, with others, petitioned congress (in 1866) to further increase 
the duties on foreign salt from 18 and 24 cents to 30 and 42 cents per 
hundred, on the ground that it was necessary to still further protect 
this branch of American industry from foreign competition ; and in 
accordance with the prayers of the petitioners, the house of representa- 
tives did vote to increase the duties from 18 and 24 cents to 24 and 36 
cents— yeas, 86 ; nays, 32. The bill, however, by non-concurrence of 
the senate, (mainly for want of time), failed to become a law ; and the 
duties have since remained as they were at the termination of the war. 
And now there remains to be noticed an economic result of the high 
protection of this specific article, >vhich is not a little curious, but not 
exclusive or uncommon in its character. For as the enormous profits 
realized became known, the business of manufacturing salt was greatly 
stimulated, and new wells were sunk and new evaporators erected 
without much regard to accessibility to market, strength of brine, 
adequacy of capital, or working experience. Trade also returned to its 
old channels. Coarse foreign salt, in demand by western packers of 
beef and pork, again found its way up the Mississippi ; while the 
Kanawha salt-works, destroyed during the war, resumed their former 
activity. The consequence has been that within the last two years the 
supply of domestic salt has gradually become greater than the demand, 
while the wages of labor, transportation, and other items entering into 
the cost of its manufacture, being controlled by other and more general 
influences, not only have not declined, but in some respect have tended 
to increase, through the competition of the producers for skilled labor 
and other facilities. The weaker producers, therefore, crowded to the 
wall, have either failed or suspended operations, older and stronger 
companies have worked at a loss, or made no dividends, while the 
association of producers on the Ohio river, in order to prevent a com- 
petition that might prove ruinous, and to sustain the current prices of 
the west, have, within the last year, rented the whole of the great salt- 
works at Kanawha, Virginia, at an annual rental of $75,000; closed 
them up, and so withdrawn their product from the market, or, in other 
words, they are now paying $7 5, 000 per annum, or the interest at 7 per 
cent on over a million of capital, in order to prevent the manufacture 
of salt at a point where all the conditions have been so harmonized by 
nature, as to render its production more advantageous than at any 
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other locality on the American continent, thus diminishing abundance 
and increasing scarcity. 

But as already intimated, such results, though extraordinary, are not 
uncommon or exceptional, the system of taxing the earnings of the 
whole country for the benefit of a special class being as unlimited in its 
operations as human selfishness ; where the whole protective system t 
operating through the creation of an artificial and unnatural stimulus, 
in the end defeats itself by demoralizing industry and wasting labor 
and capital. And for this reason it is, that although the tariff of the 
United States has been altered or amended fourteen times since i860, 
and in almost every instance for the purpose of advancing the rates of 
duty, the individuals or associations relying on this stimulus and sup- 
port of legislation are as unsatisfied as ever, and would even now, 
advance the duties to a still higher rate, if public sentiment would 
permit it. And although the main argument advanced in the United 
States in support of protective duties, is that their enactment is intended 
to subserve a temporary purpose, in order to allow infant industries to 
g^ain a foothold and a development against foreign competition, there has 
never been an instance in the history of the country where the repre- 
sentatives of such industries, who have enjoyed protection for a long 
series of years, have been willing to submit to a reduction of the tariff, 
or have voluntarily proposed it. But on the contrary, their demands 
for still higher and higher duties are insatiable and never intermitted. 
The explanation of this was unwittingly given by one of their own 
number, Honorable Oakes Ames, the largest and most successful man- 
ufacturer of spades, shovels, and agricultural implements in the United 
States. In an examination under oath before the commissioners of 
revenue in 1868, touching the influence of tariff legislation, the question 
and answer was as follows : 

Question. — " What, according to your experience, was the effect of the increase of 
the tariff in 1864 on the industries with which you are specially acquainted 'f 

Answer. — " The first effect was to stimulate nearly every branch — to give an 
impulse and activity to business ; but in a few months the increased cost of production, 
and the advance in the price of labor and the products of labor were greater than the 
increase of the tariff, so that the business of production was no better, even if in so 
good a condition, as it was previous to the advance of the tariff referred to. That was 
the effect on most articles with the manufacture of which I am practically acquainted" 

If it be asked, why, as these and similar facts have become known, 
a reaction has not before taken place among the people, resulting in a 
reduction of the tariff and a more sound system of fiscal administra- 
tion, the answer is to be sought for mainly in two circumstances : 

First. The existence and extension of slavery, the war, and the 
struggle for the preservation of national existence ; and, after the war, 
the problems of political reconstruction, and of the funding and con- 
solidation of the debt, have since i860 to the present time so completely 
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engrossed the attention of the people as to hardly admit of the public 
consideration of any other topics. 

Second. Although the amount of indirect taxation levied upon the 
country through the tariff, and for which no benefit accrues to the 
national treasury, is largely in excess of all other taxation, the people, 
as a whole — especially the influential and business classes — are so 
much occupied with their private pursuits, and through the great 
natural resources of the country are so successful, that the necessity 
for the study and investigation of economic subjects has not yet seemed 
to them important. And under such a condition of affairs certain 
arguments and statements continue to be powerful for influence, which 
a little study and thought would show to be wholly fallacious. 

Thus, the continual development and progress of the country, the 
uninterrupted flow of immigration, the extension of the railway system, 
he continued discovery of mineral wealth, are all pointed to and 
unblushingly claimed as the results, in a very great degree, of the 
protective system ; while the inquiry as to whether the condition- of 
affairs could not be made better, comfort increased, taxation lightened* 
and abundance augmented, is rarely entered upon. 

As an actual example of this kind of reasoning, we quote the follow- 
ing from the columns of an influential protectionist journal, in one of 
the most enterprising cities of the state of New York, under date of 
November, 1870, the subject being proposed reforms on the tariff. It 
said : 

4 ■ Duties may properly be modified from time to time, as the interests of the 
country shall require ; but any legislation tending toward free trade would not only 
be disastrous to the national credit but ruinous to the industries of the people. A 
high tariff is a revenue necessity, and must be a necessity for many years to come. 
The protection it affords to our manufacturing industries is by no means the least 
of its advantages. Take a home illustration : Troy and the surrounding villages, 
including the city of Cohoes, have a population of more than 80,000 souls. The : ; «« 

prosperity here enjoyed and the progress made in wealth and population were ^ 

secured, for the most part, from our manufactures. Here are these scores of 
thousands of people requiring the necessities of life which agriculture supplies. 
And a reliable home market for the farmers of all this section and for the agricul- 
tural producers of the great west is here afforded. The prosperity is not, there- 
fore, confined to ourselves from the manufacturing industry, but is largely diffused 
throughout the country, even reaching to the vast prairies of the west." 

Now a slight examination of the operations of the protective system 
of the United States would show : First, that so far from a high tariff 
being a necessity for revenue, hardly a single article embraced under 
the tariff can be named in which an enhancement of the duties above 
25 per cent (the general average being above 40 per cent), has not 
resulted in a comparative loss, rather than an increment of revenue ; 
and second, that the largest proportion of the manufacturing industries 
which have increased the population and prosperity of the district in 
question are industries devoted to the production of articles which are 
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not, and from the necessity of the case, cannot be to any extent 
imported, such as railway and street cars and omnibuses; stoves and 
furnaces, chairs and household furniture, coarse cottons, axes, malleable 
iron, boots and shoes, harnesses, fire brick, lime, collars and shirts, flour, 
paper and paper boxes, brass and iron foundry work to order, nails, 
spikes and horseshoes, made under patents which forbid competition, 
and a great variety of minor articles, in respect to all of which the cost 
of production is greatly increased, and the consumption restricted by 
the heavy indirect taxation resulting from the maintenance of a protec- 
tive tariff. 

But the district is also an iron manufacturing district, and it is in 
respect to this interest especially that the continuance of the protective 
system would be advocated as a necessity. The proportion which these 
sustain to the other manufacturing interests of the district is shown by 
the census of 1870 to be about one-fourth ; the whole amount paid out 
in wages during the year 1870 by 728 establishments being returned at 
$3,975,524, of which eighteen iron manufacturing establishments — pig, 
bar iron, Bessemer steel spikes, nails, and horsehoes — paid $982,133. 
But of the latter amount probably full one-half was paid by establish- 
ments re-rolling old railroad bars, and making spikes, nails, and horse- 
shoes by machinery, which would certainly continue to work uninter- 
ruptedly, even though the tariff on imported iron was entirely abrogated ; 
while the effect of the high cost of iron in restricting its manufacture in 
the United States is shown by the fact that the present per capita con- 
sumption of iron in the country is but little more than one-half of what 
it is in Great Britain and Belgium ; and the manufacture of steel rails is 
calculated on a basis of foreign pig iron, imported under a duty of $7 
per ton, and under a bounty — one-and-one-fourth cents per pound, or 
$28 1 2 per ton — so excessive and costly that it would be more profitable 
for the country at large to buy and burn up all the existing establish- 
ments, and pension all the workmen, rather than continue the business 
tinder existing arrangements ; inasmuch as the tariff on the importation 
of steel rails almost completely neutralizes and destroys for the con- 
sumer the benefit resulting from the invention of the Bessemer process, 
viz., that it makes steel rails cheap.* 

* " The great merit of the Bessemer process is that it produces steel rails cheaply. 
It is in England, and in all Europe, as well as in America, a comparatively new 
industry. It has been rapidly successful, and the manufacturers of this country have 
the advantage of having saved the great expense and loss always incident to an 
experiment in manufacture. They waited until all that experience had been gained 
by others. They started their works under what seems to the commissioner a suffi- 
ciently protective duty for anything, viz., forty-five per cent. But the result of the 
process has rapidly proved to be what its inventor claimed for it. It has become 
possible to produce at a very small advance on the price of iron. 

4 ' Steel rails are cheap. The Bessemer process is a success, and it is now a subject 
of complaint that it is so. The whole value of the process is in making rails cheap. 
The committee asks congress to advance a duty of forty-five per cent to almost 
double that amount, that rails may be dear, and so that we may enjoy the inesti- 
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Another popular, and often a most effective argument, made use of 
by the high protectionist party in the United States to sustain their 
cause among the masses, is to contrast the nominal wages paid ia 
certain specific employments in the United States and in Great Britain, 
and at the same time represent that in case of the reduction of the 
tariff to a revenue or free-trade basis, the laborer in the United States 
will also, and necessarily, be reduced to a level of what is termed " the 
pauper labor of Europe ;" but those who make use of this reasoning 
take special care never to dwell upon the fact that the theory of import- 
ance for the laborer to consider, is not so much the nominal rate of 
wages, as it is the amount that the wages will buy ; that since i860 the 
price of commodities and rents have advanced under the protective 
system in a greater ratio to the masses than wages ; and finally, that 
pauper labor, as they are pleased to call it, never has existed, and never 
can exist, in any country w r here cheap and fertile land can be had for 

rnable advantage of using the Bessemer process, without deriving from it its only 
benefit, cheapness. 

"But what if we do get cheap rails? What will be the calamity? Why, 
cheaper food, cheaper clothes, cheaper houses, cheaper fuel ! At the same time 
that all these things will be cheaper, the farmer, the spinner, the lumberman, and 
the miner will be the better paid. The saving effected will be divided between 
consumer and producer. Is it right for Englishmen to be ruining us all the time 
in this way ? Is there no protection from these English vultures that are preying 
upon us ? 

"The United States are now building more miles of railroad than ever before. 
The old roads are using for repairs an enormous quantity of rail, and tompetent 
authority estimates that 750,000 tons will be used either for construction or repairs 
during the current year, besides 250,000 tons re-rolled. That this is not an extrava- 
gant estimate is shown by the fact that, according to the statistics of the iron and 
steel association, |8o,coo tons were manufactured in the United States in 1869, 
while 280,000 tons were imported— making, in the aggregate, 860,000 tons — to 
which must be added a laige amount of steel rails, the exact quantity of which the 
treasury department has not yet reported ; so that in all not less than 900,000 tons 
must have been required for 1869. 

" Now, with this immense interest, with the economy of which, as it affects the 
cost of transportation, and so the freedom of exchange (which even protectionists 
acknowledge to be important within our own borders), it is a matter of vital interest 
that there should be no interference to increase the necessarily large expense, not 
only of construction but of repairs. The use of steel rails, it has been proved by 
satisfactory experience, will diminish the cost of repairs very largely, because steel 
rails last from ten to twelve times as long as iron ones. This great economy the 
Bessemer process is putting within our reach by offering us steel rails at an 
advance over iron ones of only about $20 a ton. The majority of the committee, 
sustained by the committee of ways and means, ask for an increase of this duty 
from forty-five per cent ad valorem to two cents a pound, which at present prices 
equals an advance of nearly $20 a ton. 

" There were moved on the railroads of this country, in 1869, 125,000,000 tons of 
freight. One of the largest items of the cost of doing this work was the cost of 
rails for repairs of the roads. The greater durability of steel rails greatly reduces 
this cost. We cannot afford to throw away the advantage which the cheapness of 
Bessemer steel offers to us. In short, the commissioner feels that it is hardly worth 
while to argue that an industry that cannot live under a protection of forty-five per 
cent must have some inherent weakness in its infant constitution that makes it hardly 
worth raising. 

" The commissioner feels that it is proper to suggest that, as the process of the 
duty received on the steel rails can well be spared from the treasury, it is fair to 
inquire what results might be expected from its entire abrogation. Steel rails may 
now be laid down in New York for $60 to $62 a ton, currency, gold at 112 ; this 
would place the price at once below that of iron rails, and nobody would buy iron. 
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simple occupation, or purchased by the acre lor the minimum price of 
the week's wages received by the humblest of the laborers. 

That the protectionist leaders of the United States furthermore shun 
direct and fair investigation and argument, and desire to uphold their 
cause by keeping the people in ignorance of the real and true issues 
involved in their fiscal and economic policy, is also strikingly proved by 
the following incident. 

During the year 1 866, Henry C. Carey, of Philadelphia, the foremost 
advocate of protection in the United States, took occasion of a little 
public gathering of men prominent in public or business circles, to 
characterise the death of Richard Cobden, which had occurred during 
the previous year, as one of the many instances of special providence 
for which the United States, in connection with its war, had reason to 
be especially grateful. And on being questioned as to the reasons 
which prompted the utterance of such an extraordinary sentiment, he 
made answer substantially to this effect : " That he had understood it 
was the intention of Mr. Cobden, if he had lived, to have again visited 

were steel to be obtained as cheap; and this, perhaps, shows why so great an 
interest has been manifested in this particular industry, in which so small an 
amount of capital has as yet been embarked. It is the iron rail-makers who 
want steel rails to be kept dear. 

"If the 1,000,000 tons of rails which are this year to be laid down, either on new 
roads or in repair of old ones, could all be steel instead of iron, the cost of repairing 
them would be reduced from ten per cent to three per cent, and probably less, per 
annum ; a difference which, on the rails of this year alone, would made a difference 
of $4,200,000, to be saved as a proportional annuity, deducted from the cost of trans- 
portation charged upon the wealth of the country. Multiply this by yearly additions 
until the whole 55,000 miles of railroad in this country is laid with a permanent steel 
track, as it certainly will be, with its 5,500,000 tons 0/ rails, and the annual economy 
will be the difference between ten per cent and three per cent oil that amount, or 
550,000 against 165,000 tons, at $60 a ton, $23,100,000. 

" The commissioner states these things broadly, but without any exaggeration, to- 
show the immense magnitude of the question, and how nearly it comes home to the 
business of every person in the community. If it were necessary, rather than stop 
the progress of tne country toward this great economy that the few Bessemer steel- 
works in the country should be bought up and destroyed, it undoubtedly would be 
for the interest of the country to do it, even if it were necessary to pension the pro- 
prietors and buy the Bessemer patent, which the chairman of the committee on man- 
ufactures holds in trust for himself and associates. Fortunately it happens, in the 
case of this manufacture, that up to this time it cannot be claimed that any very 
large amount of capital or any large number of men have engaged in it. If it is true 
that this industry cannot survive with so small a protection as forty-five per cent, it 
is well that that fact should be known before any more men are tempted to embark 
to their ruin in it. But there can be no truth in the idea. The process is valuable, 
and is a success simply because it saves labor, the very thing that is dearer here than 
elsewhere. It is in the labor-saving process that American industry has always tri- 
umphed ; and that it will succeed in this is certain. To stimulate capital to embark- 
in this enterprise too rapidly would only be to repeat the foolish waste of capital 
which excessive duties, in former years, have so often induced. Let capital and 
skill feel their way to success, and when obtained it will be seen. As for the foolish 
pretence that the few Bessemer steel establishments of this country have affected the 
whole European market, and reduced the price one-half, it can only be paralleled 
by an incident which is related by the celebrated Marco Polo, in his account of his 
. travels, to the effect that when the great Khan of Tartary has partaken of his noon- 
day meal of horse-flesh, a herald with a loud voice makes proclamation in front of 
the tent that, the great Khan having dined, permission was graciously accorded to 
all other inhabitants of the world to eat their dinners." — Extract from the Protest of 
the Special Commissioner of Revenue, Washington, May 21, 1870. 
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the United States, and that in case he had done so he would have 
undoubtedly taken advantage of the great respect and esteem by which 
he was regarded by the whole people to have addressed them upon the 
subject of free trade ; and that as the masses would have everywhere 
crowded to listen to him, great detriment might have thereby resulted 
to the cause of protection." 

As kindred to this avowal of the fear of a free discussion of an 
economic subject by one of the purest and best intellects of the nine- 
teenth century, the same gentleman, also, at the present time, does not 
hesitate to proclaim openly and without concealment, that a prolonged 
war between Great Britain and the United States would be the very 
best possible thing which could happen to promote the industrial 
development and independence of the latter country. 

And as evidence that Mr. Carey does not stand alone in the accep- 
tance and utterance of such sentiments, we quote from The New York 
Tribune (the leading journal advocating protection in the United 
States), of October 24th, 1871, edited by Horace Greeley, who claims 
the title of philanthropist as well as economist, the following editorial 
comment upon the results of the great fire in Chicago : 

4 * The money to replace what has been burned will not be sent abroad to enrich foreign 
manufacturers; but thanks to the wise policy of protection which has built up American 
industries, it will stimulate our own manufactures, set our mills running faster, and 
give employment to thousands of idle workmen. Thus in a short time our abundant 
natural resources will restore what has been lost, and in converting the raw material 
our manufacturing interests will take on a new activity." 

All of which is equivalent to saying that fire, war, pestilence, famine, 
shipwreck, and other calamities, if they give to certain class interests 
an opportunity to make and sell products at an advance of from 30 
to 40 per cent above their current value in the world's markets, and 
thereby inflict an unnecessary tax to the extent of from $15,000,000 to 
$20,000,000 on the impoverished inhabitants of a distressed city, are 
hot to be regarded as wholly in the light of an evil and a disaster. 

Conclusion. 

We have thus endeavored to sketch some of the more prominent 
incidents and features of the recent commercial, industrial, and financial 
history of the United States. As remarked in the outset, the whole 
history of the period reviewed may be regarded in the light of a record 
of a series of economic experiments upon a gigantic scale, empirical 
and tentative for the most part in their character, and whose influence 
and issue cannot yet be fully determined. But one thing, however, is 
certain : that, with the settlement and passing away of the questions 
growing out of the war and the extinction of slavery, the attention of 
the people of the United States |will be given — as never before — 
to questions of economic interest and character ; and the result of such 



6i 



attention will be progress in the direction ot greater freedom, and a 
more intelligent fiscal administration — a progress so rapid that it is 
safe to predict that not ten years will elapse before every vestige of 
restrictive and discriminating legislation will be stricken from the 
national statute book. And in aiding this progress, influences other 
than those resulting from a better acquaintance with economic prin- 
ciples will be powerfully operative. For it will soon be seen that 
the national federative government of the United States cannot long 
continue to exercise legislative powers for the benefit of some sections 
of the country, and to the detriment of others, without weakening 
those bonds which are necessary to bind together in unity a nation of 
continental occupation, the interests of whose thirty-seven states and 
twelve territories, in respect to soil, climate, products, density of popu- 
lation, extraneous circumstances, and habitudes of their people, are as 
great in diversity as the distances by which they are separated. 

To deny to New England cheap coal ; to the south cheap fertilizers 
for its cotton and cheap clothing for its laborers ; to compel the west 
to sell all that it produces by one scale of prices, and buy all that it 
consumes by another and a higher ; to refuse to the inhabitants of the 
Pacific states the right to gather as a free gift the salt that Providence 
has heaped in abundance upon the islands of their own seas ; to 
authorize these and similar interferences, is to sow again the seeds of 
discontent which, first planted by the tariff of 1828, subsequently, 
ripened into sectional jealousy, secession, and bloody war. To avoid 
such an issue, the people of the United States will soon find it neces- 
sary to go back to, abide by, and maintain that fundamental principle 
of every truly free government, namely — non-interference to the great- 
est extent possible with the freedom of the individval. What this 
doctrine means in respect to freedom of thought, of speech, and of 
personal action, the people of the United States all know ; what it 
means in respect to trade, commerce and industry, they have yet to 
fully find out, but are now learning- ; n the hard and costly school of 
experience. 



